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Part | 


THE USE OF TRADEMARKS AND GENERIC NAMES 
ON PHARMACEUTICAL SPECIALTIES! * 


By Raymond D. McMurray* * 


There has grown up over the last several months a phrase 
which is caleulated to embrace the problem which is the subject 
of this article. There is a tendency to refer to the problem as 
being one of trademarks versus generic names. When stated this 
way, the problem is sadly misstated and controversy arises. 

There is a problem involving coined generic names, and there 
is a problem concerning trademarks in connection with generic 
names. But it should be clear that there is no problem of trade- 
marks versus generic names. Trademarks and generic names serve 
different purposes, and the one does not exclude the other. 

What is a generic name? As we use it in the pharmaceutical in- 
dustry today, the term “generic name” is synonymous with the term 
“official name” or nonproprietary name, or, as used in England, 
approved name. The World Health Organization of the United 
Nations speaks of generic names as Denominations Communes 
Internationales or DCI. The generic name is really a shorthand 
or substitute for the complicated chemical name. Thus dextro- 
3-methoxy-N-methylmorphinan hydrobromide becomes dextro- 


methorphan hydrobromide, and 3,4-dimethy]-5-sulfanilamido-isoxa- 


zole becomes sulfisoxazole. You will probably recognize these 
compounds as the active agents in Roche products romiLaR and 
GANTRISIN respectively. 

There are generally two schools of thought about the formu- 
lation of generic names, and within each school there are various 
shades of distinction, but in the main they are: (1) the generic 
name should be suggestive of the chemical structure, and should 
indeed impart a real message to the pharmacist and physician as 
t 200.17—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (EX PARTE DESCRIPTIVE 

AND GENERIC MARKS. 
500.19—couRTS—BASIS OF RELIEF—DESCRIPTIVE AND GENERIC MARKS. 

* Address given before the American Pharmaceutical Association, Section on 
Pharmaceutical Economics, ou August 19, 1960 in Washington, D.C. 

** Secretary and General Counsel, Hoffmann-La Roche, Inc., Nutley, New Jersey; 
Chairman, USTA Membership Committee. 
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to the nature of the compound; (2) the generic name should bear 
no relation to the chemical structure, because any nomenclature 
short of the full chemical structure would be misdescriptive of 
the nature of the compound, and would, therefore, represent a 
disservice to those who would be guided in the use of the com- 
pound by reliance upon the generic name. 

In practice, I believe the first school of thought prevails and 
most generic names are formulated in an attempt to give a broad 
indication of the nature of the chemical compound involved. This 
is a perfectly rational approach if one remembers that a generic 
name is only a convenient name for an entity which imparts a 
meaning only through usage. Thus, the generic designations 
aspirin,’ insulin and phenobarbital are useful designations for com- 
pounds which may or may not be known to you by their chemical 
structure, but | am certain that they are well-known to you by 
their generic name. Likewise, | am sure you are all familiar with 
the generic name meprobamate. This is a recent example of a 
current generic name which is applied to the compound 2-Methyl- 
2-n-propyl-l, 5-propanediol dicarbamate. 

One could think of a generic name as a nickname, a short- 
hand expression calling to mind all of the properties of the total 
entity without the necessity of expressing them fully each time. 

Why must we adopt a generic name since the most deserip- 
tive name for the compound is its full chemical name? I think in 
that question lies a good deal of the answer. 

In the first place, organic chemical nomenclature is unwieldy, 
at best. You have all seen examples of chemical names which run 
two or three typewritten lines. If we were to use the chemical 
name, we would slow down our communication about the com- 
pound to a point at which confusion would enter more often than 
it does now. In addition, we would have a tremendous problem 
of putting these chemical names on our labels and in our accom- 
panying literature, although it could be done. 

The second reason, and to my mind a very cogent reason, is 
that to all but an accomplished organie chemist the chemical name 
is meaningless. The structure does not become apparent to the 
untutored by merely looking at the nomenclature. Even those who 
are trained in organic chemistry, such as the pharmacist and the 
practicing physician, cannot tell the action of a drug, its indica- 
tions or contraindications merely by looking at its chemical name. 


ASPIRIN, still a trademark in some foreign countries (see Ed. Note 51 TMR 53). 
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Any nomenclature in this field would have to take on meaning as 
to therapeutic usefulness only by continued familiarity on the 
part of those who employ it. 

So you see really the chemical name is only a catalog of the 
parts of the compound to which at some other time a more handy 
and useful name must be given. 

A third reason why we adopt generic names is the fact that 
the American Medical Association insists on it. Indeed, they go 
so far as to refuse advertising which does not contain a generic 
name. Their attitude is that the chemical name is not useful, 
probably based on some of the reasons expressed above, and that. 
therefore, a generic name must be included in each advertisement 
for the use of the practicing physician. In addition, they, and 
most other competent journals also, insist that generic nomen 
clature be used in addition to the chemical nomenclature in learned 
articles concerning the compound. 

Finally, there is compelling legal reason why a generic name 
is used in conjunction with a trademarked pharmaceutical spe 
cialty. The reason is that a trademark loses its significance if it 


is not supported by a descriptive term. Should the trademark 


owner fail to deseribe the goods to which the trademark is applied, 
he runs the risk of having his trademark become descriptive of 
the product and fall into the public domain for general use. He 
thus loses a valuable property right which may have taken him 
years of active promotion to acquire. [| am sure we have all heard 
of examples of this type of loss within our own industry. We 
know that aspirin* was originally a trademark, and through 
became a term descriptive of the compound and, het 
publie domain. 

Thus, the trademark owner, if he wishes to maintain the 
of his trademark, must have a generic name to describe the 
pound lest his trademark become descriptive of the product through 
common use and fall into the public domain. 

What, then, is a trademark? The basic trademark statute in 
the United States is the Trademark Act of 1946, commonly called 


the Lanham Act. This Act defines a trademark to include 


any word, name, symbol or device or any combination 
thereof, adopted and used by a manufacturer or merchant to 
identify his goods and distinguish them from those manufac 
tured or sold by others.” 
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The fact that a trademark is applied in the pharmaceutical 
field does not change the definition of its nature or its function. 
It is important to note that a trademark must be defined in terms 
of useful purpose. This is a very basic concept of trademark law. 
It is impossible to support a bare trademark without such function. 

The primary purpose and function of a trademark is to denote 
the origin of the goods and to identify the source of the product 
to which it is applied. Essentially, a trademark is good will. A 
trademark protects the consumer from misrepresentation as to 
the source of the product and protects the owner of the mark in 
the reputation and acceptance which have grown up in its use. 

We see that a trademark cannot exist apart from its function 
of identification. A trademark can exist, however, apart from 
registration; its validity is not affected by registration. A reg- 
istration does not give the trademark owner any substantive rights 
whatsoever. He gets no statutory monopoly for a term of years 
or otherwise. Even though the trademark registration runs for 
a twenty-year renewable term, the advantages of registration are 
for the most part purely procedural. 

The right granted by a registration is not identical with the 
right granted by a patent. A valid patent is an absolute right— 
a monopoly, if you will—for a term of years. A trademark reg- 
istration, on the other hand, is merely an indicium of proper use 
on the date of issue—a statutory recognition and grant of tem- 
porary proprietary interest only upon the good behavior of unin- 
interrupted use. It is a true piece of property having definite 
legal status, and, at times, great material value. In protecting 
his trademark against all the world, the trademark owner is, in 
reality, protecting the whole of his business, for his business is 
essentially good will and his trademark is the physical expression 
of that good will. 

A trademark as it is used in the pharmaceutical industry 
serves a severalfold purpose: 


1. It is a ready designation of a particular pharmaceutical 
product containing a precise, active ingredient or ingre- 
dients. 


It is an unfailing indication to the physician of uniform 
quality and strength. 


It is a certain indication of the manufacturer involved. 


It places responsibility upon the manufacturer. 
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It relieves the pharmacist from the necessity of choosing 
among several brands without having examined the patient 
to make his determination. 


We have all heard the theory expressed that prescriptions 
should be written by generic name. This expression of opinion 
comes from many sources, but mostly from teaching institutions 
such as medical schools and schools of pharmacy. One medical 
school professor, in testimony before the Kefauver Subcommittee, 
stated that he would never prescribe a drug without designating 
the company manufacturing the drug. He said he had found from 
long experience that certain manufacturers were to be relied upon 
more than others. He further said that in his course at the 
medical school, he taught his students to write, for example, the 
following prescription: “Secobarbital (Lilly)” in preference to 
writing the trademark seconaL. One of the senators questioned 
the good doctor as to why he required his students to write seven- 
teen letters when seven would do, since nobody else but Lilly 
could possibly own the trademark seconaL, and, therefore, the 
longer and the shorter terms were synonymous. The doctor’s 
only answer was that he guessed he was a purist. 

If one truly wanted to be a purist, one would insist that 
trademarks, and only trademarks, be used in writing all prescrip- 
tions. Only in this way will the physician be absolutely sure that 
his patient gets the precise product prescribed without that physi 
cian carrying in his head a long list of necessarily complicated 
and technical generic terms and, in addition, the name of his 
favorite manufacturer of each of these compounds. 

One cannot deny the right of a physician to write a prescrip 
tion by generic name. If he does not care about the source of 
the medicine, or if he wishes to designate the source by writing 
a company name, he certainly should do so. However, in the 
absence of his designation of a company name he can never be 
sure that the product received by his patient is always the same 
product, nor can he be sure in all cases that the product dis- 
pensed is from a source known to him to be completely reliable. 

The writing of prescriptions by generic name disregards the 
true function of the trademark as a readily identifiable indication 
of origin of the medicine prescribed—an unthinking disservice to 
the physician, to the patient and to the trademark owner. The 
pharmacist shares in the manufacturer’s good will, and any active 





116 THE TRADEMARK REPORTER 


Vol. 51 TMR 


role he plays in the adoption or maintenance of such a practice 


is, of course, action against his own interest, in so far as the 
trademark points to an identifiable origin, and a_ responsible 
souree. 

[sn’t this a very cogent thought in these days when the over- 
whelming majority of prescription filling is with prepared dosage 
forms supplied by the manufacturer? Isn’t it equally important 
for the pharmacist to be able to rely upon the integrity of the 
manufacturer as it is for the patient to rely upon the integrity 
of the pharmacist? 

Now for a moment let us suppose that a law was passed 
tomorrow requiring all pharmacies to display only one sign: 
DRUG STORE—not JOHN BROWN’S PHARMACY, not SMITH’S APOTHECARY 
SHOP, not LIGGETTS, nor KATZ, nor PEOPLES—just DRUG sToRE. The 
simple rationale behind this law is that advertising to identify 
ownership is wasteful, it adds to the cost of the medication, and 
hence is not good for the purchasing public. All drug stores 
under this law are to be inspected so that the public is protected, 
and thus all drug stores under the philosophy of this law are 
interchangeable, and hence needn’t be otherwise identified. 

This, in essence, is what the pharmaceutical industry is being 
asked to do by those who would have us abandon our trademarks. 
And assuming that this could be accomplished by legislation, would 
anything be gained? Would we realize lower prices? Finer qual- 
ity? Better distribution? Not very likely. 

Under such legislation the “Drug Store” owner need have no 
pride, no motive, no incentive. All medieation will have been 
reduced to its lowest common denominator, and all pharmacists — 
duly relegated to the anonymous filling of generic prescriptions. 

Fantastic? Don’t bet on it. There have been many who have 
tried to drive a wedge between pharmacy and the pharmaceutical 
manufacturer. Some have been willing to play upon old contro- 
versies in order to draw separate lines of battle in this problem. 
Our differences, past and present, should not be ignored, and we 
should talk about them whenever they arise, but in this instance 
pharmacy and the pharmaceutical manufacturer should recognize 
a common ground. We should each, for ourselves and for the 
other, insist upon our right to identify ourselves and our products, 
and thereby take the consequences of such identification in the 
market place, good or bad. 
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All free enterprise systems are built upon a foundation of 
profit. This is necessarily so if the enterprise in question is to 
avoid subsidy, and the interference which necessarily accompanies 


subsidy. Consequently, pharmaceutical products sold in the United 


States are generally sold for a profit. The manufacturer must be 
able to maintain his large investment in research, production and 
distribution facilities, and the personnel necessary to proper ad- 
ministration. Profit should not be an unmentionable word, even 
in the noble climate of things medical. 

But, lest we feel that personal interests and profits are our 
only moving influences, I shall be quick to point out that the basie 
driving element of the service we perform is a complete dedica- 
tion to the welfare of the publie which is dependent not only upon 
skillful medical and pharmaceutical practice, but also upon con 
tinued and valid research on all fronts of human suffering. It 
is to this high purpose that all of us, in reality, have dedicated 
our efforts, and regardless of profit—yes, even in spite of loss 
life-saving medicines are constantly made available for the timely 
treatment of rarely encountered diseases or conditions. 

Consequently, when we use our rights in the protection of our 
business (and one of these rights is the right to identify our 
product, proudly, as our own by giving it a distinctive trademark 
name), we are assuming in my opinion our proper public purpose. 
Our motive is not one of self-preservation only, but in reality 
it is the preservation of a proven system of endeavor, allowing 
adequate rewards in return for substantial risks taken for the 
benefit of the health and welfare of the population. 

Individual property rights are basic to a competitive system, 
and are generally so recognized. Our great body of common law 
is largely built upon the protection of the rights of the individual 
in and to his property, of whatever kind that property might be. 

We must look beyond the mere advocation of the use of a 
generic name upon a prescription. In and of itself, it is not bad, 
but the ramifications of the practice are far-reaching, and the 
results could be disastrous to the professional practice of phar- 
macy and medicine, and to the proper conduct of the business of 
manufacturing pharmaceutical entities. 

In a problem such as this, there are no blacks and whites; 
conclusions rationally arrived at will tend to be compromises. 
However, if you take the philosophy of the unvielding advocate 
of generic names only, and project it to its ultimate conclusion, 
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| believe you would find in that conclusion a definite disservice to 
pharmacy. To advocate, for whatever reason, the necessity of a 
proprietor to give up his identity and to merge it with that of 
others, is the advocacy of a position which is not calculated to 
produce in the next several decades the marvelous advances of 


the last several. 

Thus, | would ask only that you recognize that the problem 
is not trademarks versus generic names, but two separate and 
distinet problems, each requiring separate, though integrated, solu- 
tions. My faith in the inherent good sense of pharmacy and those 
of us who are fortunate enough to be connected with it makes me 
certain that together we will reach a conelusion which is not 
‘xtreme on either side, and which will advance our prime purpose: 


service to medicine and to the publie. 
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CANADIAN INTENDED USE TRADEMARKS* * 


By William R. Meredith, Q.C.** 


Introduction 


It is understood that an intended use trademark statute is 
under consideration in the United States, and it is a pleasure 
to tell you something of the Canadian legislation and practice 
on this subject. May I emphasize that Canadian trademark reg- 
istration has always been and continues to be based on use. It 
is now possible, however, to file an application expressing a mere 
intention to use; such an application is processed in the ordinary 
way, but actual registration is held up until the applicant files 
proof that the trademark has been used in Canada. 

Intended use or “proposed” trademarks as we call them were 
introduced for the first time in Canada by the Trade Marks Act, 
which came into force in 1954 and is still in force. 


Background 


Since 1867 Canada has had a federal system somewhat re- 
sembling that of the United States with a federal Dominion 
government and now ten regional Provincial governments. With- 
out going into the Constitutional picture to any extent, it may 
be stated simply that the power to pass trademark legislation 
is entirely in the federal field. There have been several trademark 
statutes since the 1860’s but until 1954 it had always been nec- 
essary that there be use—in Canada or elsewhere—before an 
application to register could be validly filed. 

There was considerable dissatisfaction with that historic sys- 
tem, not particularly because Canadians objected to the idea of 
use before application to register, but because this was the only 
road to trademark protection. 

“Token” or nominal use before the filing of an application 
was widely used, but there was and is doubt about the effective- 








Ep. Note: Also see 50 TMR 221 and 230 for the American viewpoint on this 
subject. 

+ 800.4—OTHER STATUTES—FOREIGN LAW. 

* Address given before the American Bar Association Trademark Symposium on 
August 27, 1960 in Washington, D. C. 

** Member of the firm of Meredith & Finlayson, Ottawa, Canada; member of the 
Canadian Bar Association and the Patent and Trade Mark Institute of Canada; Foreign 
Associate Member of USTA. 
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ness of such an expedient. On the other hand, real commercial 
use often resulted in hardship and inconvenience where a trade- 
mark turned out to be unregistrable and labels and advertising 
had to be withdrawn. An availability search before putting a 
product into commercial use can not be conclusive and it will 
be obvious that as long as use gave the sole right to make an 


application a prior search was a particularly doubtful guide to 


an intending applicant. 

Instances readily come to mind where commercial use before 
the filing of the application is simply not practical. In relation 
to seasonal goods, for example, commercial planning must be 
worked out long in advance of actual sales. As a further example, 
many pharmaceutical products require lengthy testing and ap- 
proval procedures before marketing, and in either instance an 
applicant for trademark registration should not be prejudiced 
by the peculiar circumstances of the business. 

In spite of the reaction in Canada against invariably requiring 
use before filing of the application, there was little demand that 
the law go to the opposite extreme and permit registration with- 
out use. In the result, the Act which came into force in 1954 
made the useful compromise of permitting an application claiming 
intended use followed by actual use before registration. It should 
be emphasized that the historic base of actual use before filing 
was also retained, and these provisions are two of the four grounds 
upon which an application may now be based. 


The Canadian Proposed Trademark Legislation 


The legislation which provided for proposed trademarks con- 
sists of the Act itself, as well as Rules and Forms made pursuant 
to the Act. While it is necessary to consider all of this material 
to appreciate every aspect of Canadian proposed trademarks, the 
main provisions are found in Sections 2(m) and (t), Section 16, 
Section 39 and Form 4. 


Sections 2(m) and (t) provide the basic statutory definitions: 
2. In this Act, 
(m) “proposed trade mark” means a mark that is proposed to 


be used by a person for the purpose of distinguishing or 
so as to distinguish wares or services manufactured, sold, 
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leased, hired or performed by him from those manufac- 
tured, sold, leased, hired or performed by others; 


¥ * —_ 
(t) “trade mark’ means 


(i) a mark that is used by a person for the purpose of 
distinguishing or so as to distinguish wares or ser- 
vices manufactured, sold, leased, hired or performed 
by him from those manufactured, sold, leased, hired 
or performed by others, 

(ii) a certification mark, 

(i111) a distinguishing guise, or 

(iv) a proposed trade mark; 


’ ¥ ¥ 


Section 2(t) defines a trademark (vou will notice that in the 
Canadian Act the word is in the two syllable form “trade mark”) 
and this definition includes, at sub-sub-section (iv) a proposed 
trademark. Section 2(m) provides the definition of a proposed 
trademark, which is in the same form as Section 2(t)(i) except 
that “proposed to be used” appears instead of “used.” 

Section 16(1), (2) and (3) are perhaps the key provisions of 
the Act, so far as proposed trademarks are concerned, establishing 
the various bases of an application and providing for their relative 
priorities in the event of rival applications. These provisions are 


as follows: 


“16. (1) Any applicant who has filed an application in accord. 
ance with section 29 for registration of a trade mark that is reg- 
istrable and that he or his predecessor in title has used in Canada 
or made known in Canada in association with wares or services is 
entitled, subject to section 37, to secure its registration in respect 
of such wares or services, unless at the date on which he or his 
predecessor in title first so used it or made it known it was con- 
fusing with 


(a) a trade mark that had been previously used in Canada or 
made known in Canada by any other person; 


a trade mark in respect of which an application for reg- 
istration had been previously filed in Canada by any 
other person; or 


a trade name that had been previously used in Canada by 
any other person. 
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(2) Any applicant who has filed an application in accordance 
with section 29 for registration of a trade mark that is registrable 
and that he or his predecessor in title has duly registered in his 
country of origin and has used in association with wares or services 
is entitled, subject to section 37, to secure its registration in re- 
spect of the wares or services in association with which it is reg- 
istered in such country and has been used, unless at the date of 
filing of the application in accordance with section 29 it was con- 
fusing with 


(a) a trade mark that had been previously used in Canada or 
made known in Canada by any other person; 

(6) a trade mark in respect of which an application for reg- 
istration had been previously filed in Canada by any other 
person; or 

(c) a trade name that had been previously used in Canada by 
any other person. 


“(3) Any applicant who has filed an application in accordance 
with section 29 for registration of a proposed trade mark that is 
registrable is entitled, subject to sections 37 and 39, to secure its 
registration in respect of the wares or services specified in the 


application, unless at the date of filing of the application it was 
confusing with 


(a) a trade mark that had been previously used in Canada or 
made known in Canada by any other person; 

(6) a trade mark in respect of which an application for reg- 
istration had been previously filed in Canada by any other 
person; or 

(c) a trade name that had been previously used in Canada by 
any other person.” 


Although Section 16 covers much ground, it is really very 
clear and concise—an unusual achievement in Canadian statute 
drafting. Section 16(1) provides for the traditional trademark 
based on use or making known in Canada where use has occurred 
elsewhere. Section 16(2) provides for an application based on 
registration abroad in the applicant’s Union country of origin 
together with use in some country. 

Section 16(3), the central feature of our present discussion, 
provides for an application based on intended use of the trade- 
mark in Canada. 
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Sub-sections (1), (2) and (3) follow a parallel construction 
which is easy to grasp and easily understood. Near the middle of 


each of these sub-sections are the very important words “.. . un- 
less at the date. ...” and the words following this expression 


indicate the relative priority of the kind of application dealt with. 

It is not necessary to repeat the three sub-sections in detail 
to see that the priority date of a proposed trademark application 
is the filing date, whereas the like date of an application based 
on use in Canada is the date of first use; the registration and use 
application of sub-section (2) has the same priority as a proposed 
trademark application, and an application based on making known 
in Canada has as its corresponding date the date upon which the 
trademark had become well-known in Canada. 

Section 39 provides for the allowance of applications, includ- 
ing a proposed use application. It also provides for the filing of 
proof of use in the case of intended use applications, and their 
subsequent registration upon the filing of the proper evidence. 


This section reads as follows: 


“39. (1) When an application for registration of a trade mark 
other than a proposed trade mark is allowed the Registrar shall 
thereupon register the trade mark and issue a certificate of its 
registration. 


“(2) When an application for registration of a proposed trade 
mark is allowed, the Registrar shall give notice to the applicant 
accordingly and shall register the trade mark and issue a cer- 
tificate of its registration upon receipt of a declaration that the 
applicant, his successor in title or a person approved as a reg- 
istered user under subsection (7) of section 49 has commenced 
the use of the trade mark in Canada in association with the wares 
or services specified in the application. 


“(3) Ifthe applicant for registration of a proposed trade mark 
fails to file the declaration referred to in subsection (2) within 
six months after the notice by the Registrar referred to in sub- 
section (2), his application shall be deemed to be abandoned. 


“(4) Registration of a trade mark shall be made in the name 
of the applicant or his transferee; the day on which registration 
is made shall be entered on the register, and the registration takes 
effect on that day.” 
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Application Procedure with Proposed Trademarks 


An outline is laid down in the Rules, Form 4, for trademark 
applications claiming proposed use. The features of this can best 
be understood by discussing the content of its various parts in 
an application. 

The typical proposed trademark application commences with 
particulars of the applicant and the trademark, and this calls for 
no special comment. 

If the application sets out proposed use in respect of goods, 
the following paragraph may appear: 


“The applicant intends to use the trade mark in Canada in 
association with (the goods) and requests registration of the 
trade mark in respect of such wares.” 


If the application concerns services rather than goods, a sim- 
ilar paragraph would appear setting out the services. 

Another modification of this part of the application occurs 
where the use is proposed to be accomplished by a licensee of the 
applicant rather than by the applicant himself. As you know, 
we have in Canada controlled trademark licensing pursuant to 
what are often called our “registered user’ provisions. Even the 


briefest discussion of this most interesting subject would go far 


t 
beyond our proposed use legislation, and it is believed sufficient 


for the present to merely note that under proper circumstances - 
the use of a proposed trademark may be by a licensee. 

The description of the goods (or services) must be given 
particular attention. In Canada, any number of goods and services 
may be included in a single application. Canada does not have 
any official classification of roods and the application must set 
them out in “ordinary commercial terms.” Also, it is not pos- 
sible to extend the list of goods or services after the application 
is filed. These considerations make it necessary to know the char- 
acter of the intended use fairly precisely before the application 
is filed. The result of these factors is that registration will only 
be granted insofar as use of the trademark is eventually proven 
on goods or services as set out in the proposed trademark 
application. 

It may be that Canada will some day provide for amendment 
after allowance in order to permit the amendment of the list of 
goods and services, subject to suitable safeguards such as re- 
examination and re-publication. Any such change, however, might 
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raise more serious problems than the present inability to amend 
the goods. 

Coming back to the application, after the goods and/or services 
there follow merely formal paragraphs having to do with repre 
sentative for service and the lke. Execution requires no wit 
nessing or other formalities, and may indeed be by the attorney. 


When the proposed trademark application is filed it is de: 


with in substantially the same way as any other application. Al 
though there is no statutory requirement to do so, the Trade Marks 
Office gives proposed trademark applications rapid examination 
in relation to other applications. 

As already mentioned, if there are rival applications claiming 
substantially the same trademark for the same goods or services, 
the conflict is resolved on the basis of the relative priority dates. 
To give a very simple example, suppose a proposed trademark 
application was filed on August 1, 1960. On August 15 another 
application was filed in respect of the same mark and the same 
goods or services but claiming use in Canada since May 1, 1960. 
The priority (first use) date of the application based on use is 
earlier than the priority (filing) date of the proposed trademark 


application, and as between these two applications the one based 


on use would prevail. 

The handling of citations made by the Examiner is practi- 
eally the same as with applications based on use. Similarly ob- 
jections as to descriptiveness are treated in a like manner, al- 
though it will be realized that a proposed trademark would not 
have the background of use and acquired distinctiveness which 
might be of significance in an application based on use. 

If an intended use application overcomes the various objee 
tions, citations and prosecution hurdles raised by the Examiner 
it will be approved and may then be advertised for opposition. If 
no opposition is filed, or there is an opposition and the appliea- 
tion succeeds, the application is then allowed. 

Section 39 provides that when an application other than one 
based on intended use is allowed, the application is immediately 
registered. When the application is based on intended use the 
Trade Marks Office notifies the applicant that the application has 
been allowed and calls upon him to file his declaration of use. 

Section 39(2) is silent as to the kind of “declaration” re- 
quired but in practice the Trade Marks Office requires that the 
declaration should be in affidavit form. A typical declaration 
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commences by identifying the deponent and his knowledge of the 
matter, and goes on to state that the trademark has gone into 
use in Canada upon all of the goods or services referred to in 
the application. 

Section 39(3) provides for a period of six months for the 
filing of the declaration but this is frequently extended by the 
Registrar under his general discretion to extend time limits. 


Conclusion 


The Trade Marks Act has now been in force for more than 


six years, and the proposed trademark procedure introduced by 


that Act has not been the subject of any serious criticism. As a 
matter of fact this applies to the whole Act, showing how valuable 
was the very protracted consideration given to the proposed leg- 
islation before it was enacted. 

The point has been mentioned that the applicant basing his 
application on intended use finds himself in difficulty if the actual 
use of the goods set forth in the application does not occur as 
planned. This can hardly be described as a legislative defect but 
rather a pitfall which in certain circumstances may be encoun- 
tered. It is suggested that as this difficulty becomes better known 
it will be generally avoided by a higher degree of care in the 
drafting of the application and inquiry into the business of the’ 
applicant. 

At this date the proportion of proposed trademark applica- 
tions to the total is about one-third and the like proportion in 
relation to applications based on use in Canada is about one-half. 
This picture is fairly constant subject to week-to-week fluctua- 
tions and it appears that proposed trademarks have become firmly 
established in the Canadian trademark system. Proposed trade- 
marks are not supplanting trademarks based on use, but each 
appears to perform its function. 

There have been no Court decisions which have any par- 
ticular bearing on proposed trademarks and no important change 
in the legislation referred to has been suggested. A number of 
trivial changes have been proposed. For example, it has been 
suggested that Section 39 should definitely provide for sworn proof 
of use in accordance with the present practice. It has also been 
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suggested that the procedure for extension of time for the filing 


of the declaration of use should be spelled out more completely. 

We in Canada are reasonably satisfied with our proposed 
trademark legislation. We do not of course suggest that you should 
adopt it, but we shall watch with great interest the kind of in- 
tended use legislation you do enact, and if we can be of the 
slightest assistance in acquainting you with the present and future 
working of our system, we shall be delighted to do so. 


ee 
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BRITISH LAW AND PRACTICE ON INTENTION TO USE? * 


By R. G. Lloyd** 


The United Kingdom Law on Intention to Use 


The law of Trade Marks in the United Kingdom has recog- 
nized for nearly 80 years that a person or firm having a present 
bona fide intention to use a particular trademark of which he 
claims to be the proprietor, should be allowed to make applica- 
tion for its registration and that no proof of use prior to the 
making of such an application is required. 


Historical Development 


While it is not proposed to go into too many historical de- 


or 
tails on the development of the English law a summary of the 


development of concept is in order. 

As long ago as 1886 it was held, in the case of Hudsons Trade 
Mark (1886) 3 Reports of Patent Cases 155, that marks which 
have never been used may be registered as trademarks and a 
right of property thereby acquired in them. Thus Lord Justice 
Cotton in his judgment in connection with the language of the 
Registration of Trade Marks Act 1875 stated that “a man who 
designs one of these special things (which are defined as trade 
marks) is as designer to be considered as the proprietor of it 
and if there is no one else who has used it or who can be inter- 
fered with by the registration and subsequent assertion of title 
to the mark, then he is to be considered as to be entitled within 
the meaning of the Act to the exclusive use of that which in fact 
he has never in any way used but which has only been designed 
by him and which he can be treated as the person entitled to 
register, if no one else had so used it so that his user would be 
interfered with by the registration’’. 

Again in the case of Batts Trade Mark in 1898 Reported in 
15 Reports of Patent Cases at 266 Mr. Justice Romer stated 


t 800.4—OTHER STATUTES—FOREIGN LAW. 

* Address by R. G. Lloyd and delivered by Charles Burke, Barrister-at-Law, 
before the American Bar Association Trademark Symposium on August 27, 1960 in 
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“T take it to be clear that if persons register new trade marks 
which they may intend to use, they must at the date of reg- 
istration have a bona fide intention of using those trade marks 
in respect of the goods for which they register them. ... One 
cannot help seeing the evils that may result from allowing 
trade marks to be registered broadcast, if I may use the ex 
pression, there being no real intention of using them or only 
an intention possibly of using them in respect of a few articles. 
The inconvenience it occasions and the costs it occasions are 
very large and beyond that I cannot help seeing that it would 
lead in some cases to absolute oppression and to persons using 
the position they have got as registered owners of trade marks, 
which are not really bona fide trade marks, for the purpose 
of trafficking in them and using them as a weapon to obtain 
money from subsequent persons who may want to use bona 
fide trade marks in respect of some classes in respect of which 
they find these bogus trade marks registered”. 


In the same ease in the Court of Appeal the Master of the 
Rolls Lord Lindley at page 538 said that an applicant must have 
at the time of registration “some definite and present intention 
to deal in certain goods or description of goods and not a mere 
general intention of extending his business at some future time 
to any thing which he may think desirable”. That basice principle 
is incorporated in our present statute. 

The United Kingdom Trade Marks Act of 1905 expressly 
included in the definition of a trademark a mark “proposed to 


be used” and these words are included in the definition of trade 
mark in Section 68 of the. Trade Marks Act 1938 at present in 


foree in the United Kingdom. 


Present Law Under the United Kingdom Act of 1938 


The words “proposed to be used” predicate a present inten 
tion by the applicant to use the mark at the date of the application 
for registration on goods which are in or intended for the United 
Kingdom. There are three exceptions to this provided by Sections 
27 and 29 of the Act to which I shall refer later. 

Use of the mark in the United Kingdom on goods only for 
export was held under the 1905 Act to be sufficient compliance in 
Evans Sons Lescher & Webbs’ Trade Mark reported in (1934) 51 
Reports of Patent Cases 423. By Section 51 of the 1958 Trade 
Marks Act statutory effect has been given to this decision and the 
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marking of goods in the United Kingdom for export is deemed 
to constitute use of the trademark for any purpose for which 
such use is material under the Act or at common law. 


The question whether use of a mark in advertising goods is 


evidence of intention to use is not perhaps clear. The Registrar 
in Harold Radford & Company Application (1951) 68 Reports 
of Patent Cases 221 expressed the view that such use in adver- 
tising media must be concurrent with a placing of the goods on 
the market if it is to be regarded as trademark use within the 
meaning of Section 68. 

However, when this argument was made by me on behalf of 
the German “4711” Company by way of a defense in an infringe- 
ment action Mr. Justice Danckwerts rejected it on the ground that 
a serious restriction on the exclusive rights given to a registered 
proprietor by Section 4 of the United Kingdom Act of 1938 would 
be caused if that section were construed so as to allow use of the 
registered mark by a rival trader on the plea that this marketing 
of the relevant goods was not immediate but prospective. (See 
Reuter Company Limited v. Muhlens reported in (1953) 70 Re- 
ports of Patent Cases at page 113 lines 333 to 342). 

In L. é J. Hardmuth (G.B.) Limited v. Bancroft & Partners 
Tamited (1953) 70 Reports of Patent Cases 179 Mr. Justice Lloyd 
Jacob held that wrongful use of a registered trademark in adver- 
tisements alone, constituted infringement. 

The United Kingdom law does not therefore permit the placing 
of new marks on the Register merely to prevent other traders using 
and appropriating them. 

The important safeguards to prevent the abuses and diffieul- 
ties foreseen by Lord Justice Cotton in the judgment I have quoted 
over seventy years ago, were laid down in decisions before the 
1905 Act, and were embodied in the 1905 Act and are now con- 
tained mainly in Section 26 of the United Kingdom Trade Marks 
Act 1938. 

Briefly these safeguards are the following :— 


(a) A trademark registered without any bona fide intention 
on the part of the applicant for registration that it should 
be used in respect of goods applied for may be taken off 
the Register on an application for rectification by any 
person aggrieved by the registration made to the High 
Court of Chancery or to the Registrar of Trade Marks; 
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(b) A trademark may be removed from the Register if it is 
shown that there has been no bona fide use for a con- 
tinuous period of 5 years or longer up to the date of one 
month before the date of the application for rectification 
of the Register by a person aggrieved. 

This period of one month prevents a proprietor from ar- 
ranging some use after having received a warning letter 
from the person aggrieved. 


However, under sub-section 3 of Section 26 a proprietor of a 
registered trademark may have a defense to an application for 
rectification on the last ground (b) if he had at the date of the 
application for registration a bona fide intention to use the mark 
and he can show that the subsequent non-use complained of was 
due to special circumstances in the trade and was not due to any 
intention not to use or to abandon the trademark. 

The discretionary powers of the Court and Tribunal under 
Section 26 have been severely limited by the judgments in the 
Court of Appeal in the recent Hostess case (J. Lyons & Company 
Limited’s Application for Rectification on the Register reported 
in 1959 Reports of Patent Cases 120). 

If the matters I have referred to are established, namely, no 
bona fide intention to use at the date of application or no bona fide 
use for a period of over five years then in the absence of special 
circumstances in the trade the Tribunal is bound to remove the 
trademark. 

In the Hostess Case the Court of Appeal certainly exercised a 
robust business sense against the monopoly granted to the reg- 
istered proprietor of the Hostrss trademark, for whom I appeared. 
We had succeeded both before the Registrar and Mr. Justice Lloyd 
Jacob. The Court of Appeal found that neither the Registrar nor 
the Judge had exercised their discretion in favor of the registered 


proprietors. Accordingly in all the circumstances exercised its 


discretion against the registered proprietors and ordered the reg- 
istration to be rectified in respect of ice cream mainly on the 
ground of balance of convenience in that such removal from the 
Register would not unfairly or unjustly restrict or invade the 
statutory monopoly acquired for its trademark by the registered 
proprietor. 
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Exception to Rule that Applicant Must Have Present 
Intention to Use the Mark in Respect of the Goods 
Applied for at the Date of His Application 
The first important exception arises in an application under 
Section 27 for the defensive registration of a mark consisting of 
an invented word or words which has become so well-known in 


respect of the goods for which it is registered. The proprietor may 


apply for registration for other goods although he does not pro- 
pose to use the mark for these latter goods. 

Two other exceptions arise under Section 29 sub-sections 1] 
and 2 which read as follows :— 


(1) No application for the registration of a trade mark in 
respect of any goods shall be refused, nor shall permission 
for such registration be withheld, on the ground only that it 
appears that the applicant does not use or propose to use 
the trade mark, — 
(a) if the tribunal is satisfied that a body corporate is 
about to be constituted, and that the applicant intends 
to assign the trade mark to the corporation with a 
view to the use thereof in relation to those goods by 
the corporation; or 
(b) if the application is accompanied by an application 
for the registration of a person as a registered user 
of the trade mark, and the tribunal is satisfied that 
the proprietor intends it to be used by that person 
in relation to those goods and the tribunal is also 
satisfied that that person will be registered as a reg- 
istered user thereof immediately after the registra- 
tion of the trade mark. 


(2) The provisions of section twenty-six of this Act shall have 
effect in relation to a trade mark registered under the power 
conferred by the foregoing subsection, as if for the reference, 
in paragraph (a) of subsection (1) of that section, to inten- 
tion on the part of an applicant for registration that a trade 
mark should be used by him there were substituted a reference 
to intention on his part that it should be used by the corpora- 
tion or registered user concerned. 


Summary of Present Law in the United Kingdom 


1. Under Section 17(1) “any person claiming to be the proprietor 
of a trade mark used or proposed to be used by him” must apply 
in writing to the Registrar. 
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2. An applicant for registration has to fill in a form of application 
to the Registrar in which appear the following words: 
“Application is hereby made for Registration in 
of the accompanying Trade Mark in Class -.......... in respect 
of (state specific goods in the name of —.............. whose trade 
or business is trading as by whom it 7s pro 
posed to be used and who claims to be the proprietor thereof.” 


There is included a note after the words “proposed to be used” 
as follows “If the mark is already in use strike out the words 
“proposed to be” and include “being”. 


6) 


3. Safeguards are provided mainly under Section 26 to prevent 

any abuse of such rights. 

(a) The applicant at the date of his application must have 
had a bona fide intention to use the mark in respect of 
the specifie goods applied for otherwise the registration 
is invalid. 

If there has been no use for a continuous period of 5 
vears, then the registration is invalid in the absence of 
special circumstances. 


4. The practice in the United Kingdom for over seventy years has 
established that from a practical and business point of view there 
has been little abuse of the privilege of granting an applicant 
rights although he has not used the mark at the date of his appli- 
eation but has at that date a bona fide intention of using it on the 
goods the subject of the application. 


5. In three cases applications may be made where the applicant has 


no present intention of using the mark. 


+ 


i.e. (a) in an application for the defensive registration of a 
mark under Section 27 comprising an invented word 
well-known for other goods 
in applications under Section 29(1)(a) where a body 
corporate is about to be constituted and the applicant 
intends to assign the mark to that corporation 
in applications under Section 29(1)(b) which are ac- 
eompanied by applications for registration of a per 
son as a registered user of the mark. 


RRR 
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SOME NOTES ON THE PRACTICE OF TOKEN 
SALES IN HOLLANDt 


av W. van Dijk* 


The nucleus of Dutch trademark law is that the right to the 
exclusive use of a mark for the purpose of distinguishing the 
goods of one’s trade or manufacture from those of others, is due 
to the person who has first used that mark for the said purpose 
in the “Kingdom” (comprising the Netherlands, Surinam, the 
Dutch Antilles and Dutch New Guinea), but only for the descrip- 
tion of goods for which it has been used by him, and no longer 
than 3 years after the last use. 

The (application for) registration is not considered an act 
of use, constitutive of a trademark right. Its effect is merely a 
legal presumption of evidential character: the (prior) registrant 
(or applicant) is considered, except proof of the contrary, to have 
used the mark prior to his opponent, and thus—provided the 
matter registered is distinctive as well as legally permitted as 
a trademark for the goods in question—to have a better title to 
that mark than the opponent. 

The “proof of the contrary” always amounts to adducing evi- 
dence that the registrant has not used the mark registered in the 
Kingdom during some particular period of three years. Unless 
non-use during the period in question is explicitly or implicitly ° 
admitted and apart from the few cases where it can be derived 
from exceptional circumstances during that period, such as non- 
existence of the registrant’s business or legal prohibition or fac- 
tual impossibility to make, to import or to sell the goods in 
question at all, this would be clearly impossible if the burden 
of it would lie entirely and exclusively with the opponent. The 
consideration that the law cannot be supposed to require what 
is impossible has led the Courts to interpret the legal presump- 
tion to the effect that the onus lies only initially with the op- 
ponent. If the latter renders plausible the registrant’s non-use 
during the crucial period (staff members may be summoned as 
witnesses), the registrant may be required to show some use. 
Should he fail, the evidence adduced may be held conclusive. 





t 800.4—OTHER STATUTES—FOREIGN LAW. 
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This proof of non-use, therefore, is, although often a cumber- 
some and costly affair, by no means impossible nor exceptionally 
difficult in the proper sense. 

The law does not allow for excusable non-use; art. 5 C 1 
of the Paris Convention, restricted as it is to the annulment 
of registrations, is of little moment in a system where the trade- 
mark right does in no way depend on registration. 

The legal presumption in favor of the registrant is suff- 
ciently strong, though, to insure that even the slightest conceiv- 
able amount of use by the registrant in the critical period will 
frustrate his opponent’s efforts. 

This has led to the practice of token sales: a suecession of 
sales of minor quantities, even mere samples, of marked goods, 
so timed that there is no gap of more than three years between 
them, in order to prevent the trademark right from expiring in 
periods when for whatever reason there is no normal commercial 
use. 

The soundness of this practice may depend more or less on 
the circumstances of the case. 

Where a trademark right, established by commercial use, is 
in danger of expiration it seems by no means illicit for the trade- 
mark owner to preserve that right. The only means to achieve 
this—use—cannot reasonably be disqualified for the token and 
artificial character it needs must assume under the circumstances. 

Slightly different is the position of the mark intended for 
commercial use at a later date. The practice of owning marks 
“in stock”, although indispensable to a certain extent, is some- 
times frowned at, especially if the number of such marks seems 
unreasonably high. However, the view that token use of marks 
in order to establish and to preserve trademark rights should 
be illicit would ill fit in with the established doctrine that an 
applicant cannot be required to show use of the mark applied for, 
which implies that it is not even illicit to pretend ownership by 
registration without having a trademark right. The token sales 
ought to start, in this case, at about the time of the registration 
beeause, as stated, that registration does not establish a trade- 
mark right but only a presumption. 

From what has been said at the outset it follows that a pre- 
requisite for owning a trademark right is the ownership of a 
trading or manufacturing business the goods of which can be 
distinguished by the mark. Alienation of that business almost 
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invariably implies disqualification of its former owner to continue 


to own the trademark rights pertaining thereto. The only ex 


ception admitted so far (not necessarily the only one conceivable) 


is loss of the enterprise through confiseation by foreign powers. 
It is unlikely that token sales alone could make up for such dis 
qualification. They might be helpful, however, in situations calling 
for some mitigation of the principle which chains the trademark 
right to the ownership of the business, such as where a trademark 
owner transfers his business without the marks to another com- 
pany, so much under his control that his virtual ownership (as 
distinct from the legal ownership) of the business is not affected 
by the transaction. 

While it does not seem strictly necessary to conceal the purely 
symbolic character of the sales, it is rarely if ever opportune 
to disclose or to admit same, and more often than not the sales 
are so arranged that their token character is not apparent (some 
what varying intervals between successive sales, slightly varying 
quantities not under the normal minimum of ordinary transac- 
tions, not always the same buyers). 

Advertising in various forms has repeatedly been considered 
as use, constitutive of or maintaining a trademark right, but al- 
ways under circumstances where it was apparently an expression 
of the trademark owner’s genuine desire and ability to supply 
specified goods under the mark at that moment or shortly there- 
after. It is not sure that advertising as a mere formality to keep 
a trademark right alive would be so considered and therefore 
not recommendable to rely on such advertisements only. 

The advantage of the preservation of a trademark right re- 
mains merely potential, of course, until the mark is used by others, 
infringers or licensees. 

Its actuality at that moment in regard to infringers is self- 
evident; they are deprived of the defense that, through non-use, 
the registrant should have lost or never have acquired a trade- 
mark right. 

As to licensing, the law says that the person who (through 
first and uninterrupted use) has the exclusive right to a mark, 
can permit someone else to use it, in which case this use by the 
“licensee” counts as use by the “licenser”. If a registrant who 
has no trademark right permits someone else to use the mark, 


such use does not count as the registrant’s—at least in regard 


to thirds—but is constitutive of a trademark right in favor of 
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the would-be licensee. Apart from the question if and under 
what circumstances the latter could enforce that right against 
the registrant, the position of this registrant is certainly unde 
sirable, especially in regard to thirds. Where token sales are 


planned with a view to the forthcoming issuance of a license, it 


must be realized that the point of time at which the existence 


of a trademark right in favor of the licenser must be insured 
is not the date of the license agreement, but the date of first use 
of the mark by the licensee under that agreement. 

Token sales may be suspended during periods when continuous 


‘by indubitable licensees is insured. 


ee 
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Congo Republic, Belgian Congo and Ruanda-Urundi 


3elgian Congo was a colony of Belgium until June 30, 1960, 
on which date it was given independence and, theoretically at least, 
it beeame the Republic of Congo. 

Ruanda and Urundi, two territories adjoining the Congo Re- 
public on the east side, were also under the control and influence 
of Belgium, by virtue of United Nations trusteeships, and this 
relationship still exists. 

It was possible to register trademarks in Belgian Congo and 
applications for registration could be filed either in that country 
or in Brussels, Belgium. Since 1926 and up to June 30, 1960, a 
Belgian Congo registration was deemed to give protection also in 
Ruanda-Urundi. 

The Belgian decree of May 19, 1960, which dealt with the re- 
linquishment of control of Belgian Congo by Belgium and the 
formation of the Congo Republic, provided that all laws, legislative 
decrees and decisions in force in Belgian Congo on June 30, 1960 
would remain in force until expressly abrogated by the government 
of the Congo Republic. There has been no abrogation of any indus- 
trial property law up to the present time. 

Beeause of this, the Ministry of African Affairs in Brussels,- 
representing the Belgian government, is continuing to accept ap- 
plications for the registration of trademarks in the Congo Republic. 
However, it is not issuing certificates of registration. It seems 
clear that the Belgian government cannot now give any form of 
protection for a trademark in Congo Republic. The same Ministry 
in Brussels is accepting applications for Ruanda-Urundi, and since 
Belgium does still have nominal control of Ruanda-Urundi, it is 
probable that a registration granted by the above mentioned Min- 
istry in Brussels after June 30, 1960 will protect the trademark 
concerned in Ruanda-Urundi. 


The Ministry of Economic Affairs in the Congo Republic, in 
Leopoldville, will also accept an application for registration of a 
trademark in that country. As the government in Leopoldville is 
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only one of several governments now functioning or operating in 
different parts of Congo Republic, the protection afforded by a 
registration granted by that government is questionable. 

Belgian attorneys believe that registrations granted befor 
June 30, 1960 in respect of Bc'gian Congo and Ruanda-Urundi will 
continue to have effect in Congo Republic and Ruanda-Urundi 
until legislation to the contrary is enacted. There would seem to be 
a good basis for that belief if one central government were in 
control in Congo Republic. 


Great Britain 
Trademark ROYAL Registered 


Rule 16 of the British Statutory Rules and Orders, 1938, read 
as follows: 


“16. Representations of the Royal or Imperial Arms, crests, 
armorial bearings or insignia, or devices so nearly resembling 
them as to be likely to lead to mistake, or of the British Royal 
or Imperial crowns, or of the Royal, Imperial or National 
flags, or the words RoYAL or IMPERIAL or any other words, 
letters, or devices likely to lead } ersons to think that the 
applicant either has or recently has had Royal patronage or 
authorisation, or the word anzac, may not appear on trade 
marks the registration of which is applied for.” 


A substitute Rule 16 was provided by The Trade Marks 
(Amendment) Rule, 1956: 
“16. The following features may not appear on trade marks 
the registration of which is applied for: 
eS 
(b) — 
(c) any words, such as ROYAL Or IMPERIAL, or any letters or 
devices if used in such a manner as to be likely to lead persons 
to think that the applicant either has or recently has had 
Royal patronage or authorisation, whether or not such be the 
case; 
(d) the word anzac.”’ 


On January 2, 1957, Royal McBee Corporation applied for 
registration of the trademark royat in block capitals in respect of 
“typewriters, parts thereof and typewriting accessories; carbon 
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paper, typewriter ribbons and stencils”, and furnished proof of 
extensive sales of goods bearing the trademark in the United 
Kingdom as well as proof of advertising the goods, all during a 
period of at least 27 years prior to the application date, and 
evidence of registration of the mark in many other countries. 

The Registrar objected to the mark and a hearing was held. 
The Registrar then consulted the Lord Chamberlain, stating that 
he had some doubt that it would be in the publie interest for a party 
to be in position to take action for an infringement on the use of 
the word royat alone. 

The Lord Chamberlain replied that he would, in general, 
object to the use of the word royaL alone “since it could act as an 
adjective and thus convey an impression that the article to which 
it was attached was in Royal use’. He also made these further 
comments : 


“If this were the only objection and the Registrar was other- 
wise prepared to register the title, the Lord Chamberlain 
would offer no more than formal opposition in the case of 
the royAL typewriter. He would act thus because the status 
of the royaL typewriter is very well known, and the proprie- 
tors have never in their many years of trading come to his 
notice as attempting to associate themselves with the Royal 
Household. 


“His Lordship does, however, coneur with the Registrar in 
thinking it unwise to establish a precedent that would place ° 
it within the power of a commercial concern, and a foreign 
one at that, to take action for infringement of the word royaL 
alone. 


“This facet, coupled with his general objection to the use of the 
word royaL, leads the Lord Chamberlain to adhere to his view 
that it should be registered only when associated with a proper 
name in such a way as to make it plain that there is no con- 
nection with the Royal Establishment.” 


The Registrar rejected the royaL application under Rule 16 
as amended in 1956 because of the possibility that registration of 
ROYAL might be taken to imply Royal Patronage; under See. 11 of 
the Trade Marks Act 1938 since use of the mark might create 
eonfusion and deception by implying that the goods were under 
Royal Patronage; and under the discretion vested in the Registrar 
by See. 17 (2) of the Act, as the proprietor of a registered mark 
eould grant permitted use of the mark and the right to authorize 
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use of the word “Royal” should remain the prerogative of the 


Crown. 

The applicants appealed to the court, and Justice Buckley 
of the High Court of Justice, Chancery Division, on October 15 and 
14, 1960, heard the arguments presented on behalf of the appellants 
and the Registrar, considered the evidence, and decided that the 
Registrar should be ordered to proceed with the registration of the 
trademark ROYAL. 

The Court found that the word royau is not inherently un 
registrable as a trademark because of the provisions of Rule 16 
or See. 11 of the Trade Marks Act or because of any ground of 
publie policy, and that the Registrar is not bound as a matter of 
law to exercise his discretion against it; also that the Registrar 
has the authority to prevent any trafficking in the trademark roya. 
through use by permitted users by exercising his discretion in 
dealing with applications to register permitted users. The word 
ROYAL may indicate that the goods concerned are pre-eminent in 
their own particular sphere and not that they are under Royal 
Patronage, and the Court considered that the applicants had 
established the distinctiveness of their mark. 

(1961 Reports of Patent, Design and Trade Mark Cases, page 
84.) 


Switzerland 
Trademark Rights 

The Trademark Reporter for June, 1960 (Vol. 50, page 456) 
contained an article by Mr. D. C. Maday, Attorney at Law of 
Vevey, Switzerland, on the subject of “The Territorial Aspects of 
Trademark Rights in Switzerland”. Mr. Maday has prepared an- 
other paper on this subject in which he has commented as follows 
on a case decided in Switzerland on October 4, 1960 (Philips A.G. 
v. Radio Import G.m.b.H.—Arréts du Tribunal Fédéral 86 II 270): 


“The established Swiss Jurisprudence has been again con 
firmed and further developed by the Swiss Supreme Court in 
the recent PHILIPs case. In this case the Swiss Philips com- 
pany (plaintiff) failed to stop an independent firm from im- 
porting and selling in Switzerland radios made by the German 
Philips company. It was established that in Switzerland the 
PHILIPS trademarks were protected simultaneously by national 
registrations in the name of the Swiss Philips company and 
by international registrations in the name of the Dutch parent 
company N.V. Philips’ Gloeilampenfabrieken, Kindhoven. 
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‘According to the Swiss Supreme Court the territoriality 
of trademark rights can also apply in cases where the same 
trademark is actually protected simultaneously by registra- 
tions in the name of two companies belonging to the same inter 
national group of companies. Thus, in principle, the German 
Philips company was not entitled to sell radios under the 
PHILIPS mark in Switzerland and imports of such radios con- 
stituted prima facie a trademark infringement. However, after 
reexamining the basic aspects of the Swiss law, the Court fur- 
ther stated that the trademarks are only protected inasmuch as 
they serve as indication for goods of a particular firm; legal 
redress can only be obtained if and when there is a danger of 
misleading the public with regard to the origin of the products. 

“This basic condition was not any longer fulfilled in the 
particular instance because in Switzerland the puHiips trade- 
marks had been used in such manner as to lose their original 
function as identification for products manufactured and sold 
by the Swiss Philips company; as a result of the general sell- 
ing policy and the publicity stressing the international reputa- 
tion, ete., the pHILIps trademarks had become characteristic 
for the products of the Philips concern as a whole. 

“The important innovation of the pHruiPs case is the rule 
that independently from all other aspects the territoriality of 
trademark rights can only be invoked if and when a trademark 
has maintained its original significance as identification of 
origin for products of a specific firm; this is a question of fact 
depending on the reputation established among the general 
public—it will be largely influenced by the texts and arguments 
used in the publicity.” 


Dr. A. Troller, Advocate, of Lucerne, Switzerland, has also 
commented on the Philips v. Radio Import case and expressed him- 
self as being in agreement with Mr. Maday’s views. 
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NOTES FROM THE PATENT OFFICE 


By Milton E. Abramson* 


Patent Office Classification of Goods and Services? 


The following unofficial definitions for Patent Office Classes 
6 and 10 are published as an aid to attorneys and others who 
regularly prepare applications to register trademarks in the Patent 
Office.’ 


Definition and Contents of Class 6 
Chemicals and Chemical Compositions 


(1) This class includes chemical elements, compounds and 
mixtures, organic and inorganic compositions which are not clas- 
sified elsewhere. 


(2) Chemicals and chemical compositions for which a use is 
recited but which is not classified elsewhere. Examples thereof 
include: 


(a) Textile auxiliary agents, photographie chemicals, dyes, 
pigments, preservatives, chemical indicators, catalysts, 
fluxes, molding powders, anti-freeze compositions, plasti- 
cizers, deodorants, ete. 

(b) Chemical compositions from which a metal is deposited 
by electro or chemical deposition. 

(c) Surface active agents such as wetting, dispersing, pene- 
trating and emulsifying agents. 

(See Class 52 for surface active agents and emulsi- 
fiers which are described as detergents or cleansing 
compositions. ) 


(d) Sizing agents such as paper size and textile sizing agents. 


(See Class 5 for adhesive sizes and Class 16 for wall 
S1Z€S. ) 





* Examiner, Trademark Operation, U. S. Patent Office. Member, District of 
Columbia Bar. 
t 200.86—PATENT OFFICE PROCEEDINGS—REGISTRATION PROCEDURE (EX PARTE)— 
CLASSIFICATION OF GOODS. 
1. For objectives and problems of classification in the Patent Office see Notes 
From The Patent Office, 50 TMR 925, October, 1960. For unofficial definitions of Patent 
Office classes 4 and 5 see 50 TMR 1062, November, 1960. 
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Rust preventive agents per se, for example, a preparation 
for preventing rust in automobile radiators. 
(See Class 16 for rust preventives which form pro- 
tective coatings. ) 
(f) Metallic compounds, for example, potassium compounds. 
(See Class 14 for metallic elements.) 

(¢) Compositions which are added to cement, concrete, mor- 
tar, plaster, ete., for example, accelerators, retarders, 
pigments and compounds for use as air-entraining agents. 
Dressings not otherwise ciassified, for example, leather 
dressing, brake-band dressing, fishing line dressing, ete. 


Definition and Contents of Class 10 
Fertilizers 


(1) This class includes compositions or materials, natural or 


synthetic, described as a plant food or fertilizer. Included are 


nitrogenous and phosphatic fertilizers, organic fertilizers as ma- 
nures, lime, ete. Materials which are inherently fertilizers, such 
as guano, superphosphate and compost are in this class. Materials 
which condition and improve the soil, directly or indirectly, are 
also in this class. 


(2) This class also includes compositions or materials used 
for regulating the growth of plants, for example, auxins, plant 
hormones, phytohormones and growth regulators. 


Cross Reference 


See Class 6 for insecticides, fungicides and disinfectants, com- 
positions used for destroying plants such as hormones for killing 
weeds. 

See Class 6 for chemicals generally even though the chemicals 
may be used incidentally as a fertilizer or soil conditioner, for 
example, ammonium nitrate. 

See Class 1 for raw materials such as potting soils, bulb fibre 
or seeds which have been fortified with a seed dressing or coated 
with a fertilizing composition. 

See Class 1 for raw materials which are not recited as a fer- 
tilizer, soil conditioner, ete., such as limestone, basic slag or 
vermiculite. 
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Definition and Contents of Class 11 
Inks and Inking Materials 
(1) In general, any composition which is regarded as ink is 
classified herein, irrespective of physical characteristics or recited 
use. For example, india ink, duplicating ink and etching ink. 


(2) The term “materials” as used in this class relates to: 


(a) Ink combined with a carrier, as a ribbon, paper or stamp 
pads. For example, carbon paper, typewriter ribbons, ink 
pads and manifolding sets, consisting of a hectograph carbon 
and a master sheet. 


(b) Composition recited as ingredients of inks, as ink pig- 
ments or anti-offset compositions for printing inks. 


Cross Reference 
See Class 6 for textile printing pastes or eolors, silk sereen process 
colors, etching compositions and stencil correction fluids. See this 
class also for compositions for testing or conditioning a plate or 
roll for printing, as an etching composition. 


See Class 16 for coatings used on printing roll to mask portions 


of the roll from etching compositions or used to mask material to 
be printed from ink. 

See Class 37 for stationery items combined with an inking com- 
position, as sets consisting of a writing implement and ink. 


ee 
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PATENT OFFICE 


Trademark Statistics 
January 


1960 

Applications filed ...... 1,623 
Registrations issued 

Principal Register = 1,462 


Supplemental Register -........ : 


Total 


Renewals 


See. 12(c), publications 


See. 8, affidavits filed 
See. 8, cancellations 


Cancellations, other 
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BOOK REVIEW 


ADVERTISING: MeEtHops anp Mepra. By Walter A. Gaw. San 
Franciseo, California, Wadsworth Publishing Company, Inc., 
1961. Pp. xv, 460. $7.50. 


This up-to-date, well-illustrated study of advertising methods 
and advertising media, written by the supervisor of the division 
of advertising at the Bernard M. Baruch School of Business and 
Public Administration, City College of New York, is a valuable 
survey of the subject for anyone, although it is intended primarily 
as an introduction for students preparing for careers either in 
advertising or in business. Chapter 5, entitled “Identification in 
Advertising,” covers trademarks, including problems of selection 
and protection. Other topics of related interest treated in the book 
are slogans, package design and the corporate image. 


S. A. D. 
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TAUSSIG et al. v. WELLINGTON FUND, INC., et al. 
No. 2047 —D. C., D. Del. — August 11, 1960 —126 USPQ 433 
500.11—COURTS—BASIS OF RELIEF—IN GENERAL 
500.32b—COURTS—BASIS OF RELIEF—NAMES—CORPORATE AND TRADE 
NAMES 
500.75—COURTS—PLEADING AND PRACTICE—DECLARATORY JUDGMENT 
SUITS 
750.1—OWNERSHIP OF TRADEMARK RIGHTS—IN GENERAL 
750.6—OWNERSHIP OF TRADEMARK RIGHTS—TITLE 
Minority shareholders in investment company (subject to federal S.E.C. and 
investment company regulations) may, in declaratory judgment action, question use 


and misuse (waste) of corporate name and mark. 


Action by Ralph J. Taussig and Sally G. Taussig v. Wellington Fund, 
Inc., Wellington Equity Fund, Inc., The Wellington Company, and Welling- 
ton Company, Ltd., for declaratory judgment as to ownership of trade 


‘ 


name. Judgment for plaintiffs. 


William E. Taylor, Jr., of Wilmington, Delaware, Edwin P. Rome, Morris 
L. Weisberg, and Blank, Rudenko, Klaus & Rome, all of Philadelphia, 
Pennsylvania, and Floyd H. Crews, Harvey W. Mortimer, and Darby 
& Darby, all of New York, N.Y., for plaintiffs. 

Richard F. Corroon and Berl, Potter & Anderson, both of Wilmington, 
Delaware, Henry N. Paul, Jr., Daniel Mungall, Jr., Paul & Paul, and 
Stradley, Ronon, Stevens & Young, all of Philadelphia, Pennsylvania, 
for defendants. 

Wrient, Chief Judge. 
In this declaratory judgment action filed pursuant to 28 U.S.C. § 2201 
certain minority shareholders of Wellington Fund, Ine., seek a determina- 


tion of the ownership of the name WELLINGTON in the investment company 


industry.* 
The following Stipulation of Facts has been entered of record: ” 


1. Plaintiffs are citizens of the Commonwealth of Pennsylvania. All 
of the defendants are corporations incorporated under the laws of the 
State of Delaware. The amount in controversy exceeds, exclusive of in- 
terest and costs, the sum of Ten Thousand Dollars ($10,000.00). 


1. Defendants do not dispute that derivative claims may be asserted in a declara 
tory judgment action. See Motor Terminals v. National Car Co., 92 F.Supp. 155, 161 
(D. Del. 1949). 

2. N.T. 13-28; Docket No. 13. 
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2. Plaintiffs are now and were at the time of the transactions herein 
complained of stockholders of defendant Wellington Fund, Inc., holding 
Two Hundred Eleven and Four Hundred Eighty-two One Thousandths 
(211.482) shares of common stock, par value One Dollar ($1.00) per share. 


3. Plaintiffs bring this action in the attempt to enforce secondary 
rights claimed to be held by themselves and all other stockholders similarly 
situated in Wellington Fund, Inc., and assertedly on behalf of Wellington 
Fund, Inc., for the benefit of Wellington Fund, Inc., because Wellington 
Fund, Ine., refused after demand to enforce alleged rights which should, 
plaintiffs claim, properly be asserted by it. 


4. This action is not a collusive one to confer on a Court of the 
United States jurisdiction of a cause of which it would not otherwise 
have cognizance. 


5. Defendant Wellington Fund, Inc. (hereinafter called “Wellington 
Fund”) is an open-end, diversified management investment company in- 
corporated on December 26, 1928, which is registered under the Invest- 
ment Company Act of 1940, which at September 1, 1958, had an authorized 
capitalization of One Hundred Million (100,000,000) shares One Dollar 
($1.00) par value common stock with equal voting rights and no pref- 
erences as to conversion, exchange, dividends, retirement, or any other 
feature; and had at September 1, 1958, Fifty-seven Million, Seven Hun- 
area and Six Thousand, Seven Hundred and Ninety-one (57,706,791) 
shares outstanaing of a net asset value of Seven Hundred Fifty Million, 
Seven Hundred and Nine Thousand, Four Hundred Fifty-one Dollars 
($750,709,451.00) with approximately Two Hundred Forty-eight Thou- 
sand (248,000) shareholders located in every state of the United States 
and in many parts of the world. No shareholder owns beneficially as much 
as five per cent (5%) of the outstanding shares. Wellington Fund’s 
objectives are conservation of principal, reasonable income return, and 
profits without undue risk with fundamental investment policies to achieve 
these objectives of careful selection of individual securities, continuous 
conservative management supervision, and balanced investing in bonds, 
preferred and common stocks of many separate companies in different 
industries. At December 31, 1958, Wellington Fund had Two Hundred 
Sixty-two Thousand (262,000) shareholders and net assets of Eight Hun- 
dred Fifty-Seven Million, Nine Hundred Sixty-Four Thousand, Two 
Hundred Fifty-Six Dollars ($857,964,256,000.00). 

When originally incorporated this company was called INDUSTRIAL AND 
POWER SECURITIES CO. but by amendment to its Certificate of Incorporation 
filed July 11, 1935, changed its name to WELLINGTON FUND, INC. 


6. Defendant The Wellington Company (hereinafter called “Welling- 
ton Company”) is a corporation incorporated on January 21, 1931, which 
acts as both investment adviser and, up to the date of the complaint in this 
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ease, principal underwriter of Wellington Fund only. When originally 
incorporated this company was called w. L. MORGAN & CO. but by Amend- 
ment to its Certificate of Incorporation filed April 10, 1952, it changed 
its name to THE WELLINGTON COMPANY. 


On April 12, 1952, Wellington Company entered into a management 
and investment advisory agreement with Wellington Fund, under which 
Wellington Company has furnished Wellington Fund with statistical re- 
search, analytical and general management services, including research 
and administrative personnel and services, with annual fee to Wellington 


Company of: 


(a) One Half percent (2%) on the first Seventy Million Dollars 
($70,000,000.00) of average net assets of Wellington Fund as of the 
end of each month; 


(b) Three Eighths percent (34%) on the next Fifty Million 
Dollars ($50,000,000.00) of average net assets of Wellington Fund; 
and 


(c) One Fourth percent (4%) on average net assets of Welling- 
ton Fund over One Hundred Twenty Million Dollars ($120,000,000.00) . 


The total management fee paid by Wellington Fund to Wellington Com- 
pany for these services in 1957, was One Million, Seven Hundred Fifty- 
seven Thousand, Four Hundred and Four Dollars and Seventy-nine Cents 
($1,757,404.79). In 1958, the total management fee paid by Wellington 
Fund to Wellington Company was Two Million, Forty Thousand Four 
Hundred Seventy-four Dollars and Ninety-six Cents ($2,040,474.96). 

Walter L. Morgan, president and director of Wellington Fund, is the 
president, director and beneficial and record holder of the common stock 
and substantially all of the preferred stock in Wellington Company. At 
the date of the complaint five officers of Wellington Fund were officers 
or directors of Wellington Company and three other officers of Wellington 
Fund were also employees of Wellington Company. 

Wellington Company, acting as principal underwriter only for 
Wellington Fund has not actively up to the date of the complaint in this 
ease, distributed the securities of any other investment company, and 
receives from the total sales commission from the sales of Wellington 
Fund shares Two per cent (2%) of the offering price on single transac- 
tions less than Twenty-five Thousand Dollars ($25,000.00); One and One 
Half per cent (1%2%) on single transactions of Twenty-five Thousand 
Dollars ($25,000.00) but under Fifty Thousand Dollars ($50,000.00) ; 
One per cent (1%) on single transactions of Fifty Thousand Dollars 
($50,000.00) but under One Hundred Thousand Dollars ($100,000.00) ; 
and Six Thousand Eight Hundred Seventy-five Ten Thousandths per cent 
(0.6875%) on single transactions of One Hundred Thousand Dollars 
($100,000.00) and over. 
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In 1957, net commissions of Wellington Company, as principal under- 
writer and national distributor of Wellington Fund, were Seven Hundred 
Fifty-seven Thousand, Seven Hundred Sixteen Dollars ($757,716.00) on 
distribution of Wellington Fund shares, after payment of Four Million, 
Four Hundred Seventy-six Thousand, Fifty-seven Dollars ($4,476,057.00 
to dealers and sales representatives. In 1958, Wellington Company re- 
ported net commissions of Eight Hundred Sixty-one Thousand, Three 
Hundred Sixty-four Dollars and Thirty-two Cents ($861,364.32) on dis- 
tribution of Wellington Fund shares, after payment of Five Million, Five 
Hundred Eleven Thousand, Five Hundred Thirty-two Dollars and Seventy- 


five Cents ($5,511,532.75) to dealers and sales representatives. 


Wellington Company, following the completion of the initial offering 


of Wellington Equity Fund shares, was intended to and did in fact become 
principal underwriter of Wellington Equity Fund shares whose shares it 
continuously offers at a price which is equal to the net asset value per 
share, plus a sales commission, retaining for itself as principal underwriter 
a commission in the amounts described above for underwriting Wellington 
Fund shares. 

Wellington Company ceased acting as management adviser of Welling- 
ton Fund as of April 13, 1959, at which time the duties of investment 
adviser for Wellington Fund were undertaken by Wellington Manage- 
ment Company. 


7. Defendant Wellington Equity Fund, Ine. (hereinafter called 
“Wellington Equity Fund’’) is a diversified management investment com- 
pany incorporated on August 26, 1958, which is registered under the 
Investment Company Act of 1940. As of the filing of the complaint in- 
this case, Wellington Equity Fund was a closed-end investment company 
but became an open-end investment company with redeemable shares upon 
completion of the initial public offering of Three Million (3,000,000) of 
its Fifty Million (50,000,000) authorized shares of common stock of one 
class of a par value of One Dollar ($1.00) per share. Wellington Equity 
Fund had no stock outstanding at the date of the complaint but upon 
issuance of its shares of common stock, each share became entitled to one 
vote and participates equally in dividends, distributions, and net assets. 
Said shares are fully paid and non-assessable and with no preference on 
conversion, exchange, retirement, or any other feature. Its shares are 
redeemable at a redemption price to be ordinarily the net asset value per 
share. 

The purpose and objectives of Wellington Equity Fund are to achieve 
growth of capital and increased income over the years by investments 
composed largely of common stock but which may also include securities 
such as bonds and preferred stocks which are convertible into common 
stocks, utilizing in the achievement of its objectives experienced invest- 
ment management and diversifying its investments over a carefully chosen 
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list of securities in a broad number of industries. All but one of the officers 
and/or directors of Wellington Equity Fund are officers and/or directors 
of Wellington Fund. 

Paragraph Fifteenth (g) of the Certificate of Incorporation of 
Wellington Equity Fund provides: 

“The Corporation (Wellington Equity Fund) acknowledges that 
it has obtained its corporate name by consent of The Wellington 
Company and agrees that if at any time the said The Wellington 
Company and/or an affiliate or a successor to the interests thereof 
(whether such succession be by merger, consolidation, purchase of 
assets, or otherwise) ceases to be the investment advisor of the Cor- 
poration (Wellington Equity Fund) and national distributor of its 
shares, it shall at the written request of said The Wellington Company 
and/or such affiliate or successor change its name so that no reference 
therein shall be contained to WELLINGTON, MORGAN, CLAYMONT or 
LOCUST STREET. 


8. Defendant Wellington Company, Ltd. (hereinafter called “Welling- 
ton, Ltd.”) is a Delaware corporation incorporated on December 30, 1957, 
whose only present business is to serve as an investment advisor of Welling 
ton Equity Fund under a management agreement pursuant to which 
Wellington, Ltd. is to furnish general management, investment manage- 
ment, research and statistical services to the investments of Wellington 
Equity Fund, for a fee payable quarterly in an amount equal to One 
Eighth of One per cent (% of 1%) (equivalent to One Half of One per 
eent annually) of average net assets of Wellington Equity Fund. In 
return for this management fee, Wellington, Ltd. has agreed to furnish 
executive and designated administrative personnel to provide statistical, 
research and analytical services, to recommend purchases and sales when 
deemed necessary, and in general, to supervise the overall management 
and investment program of Wellington Equity Fund. At the date of the 
complaint, the personnel of Wellington, Ltd. consisted of seven (7) part- 
time account supervisors, counsellors, and executives; six (6) part-time 
economists, statisticians and research personnel; and sixteen (16) other 
part-time personnel, it being anticipated that the persons employed by 
Wellington Company in its investment advisory function for Wellington 
Fund would serve in similar capacity with Wellington, Ltd. 

Walter L. Morgan, president and director of Wellington Fund and 
Wellington Equity Fund, is president and director of Wellington, Ltd. 
and beneficial and record holder of substantially all of the outstanding 
common stock of Wellington, Ltd. Mr. Morgan and members of his family 
own a substantial majority of the preferred stock of Wellington, Ltd. 
Wellington, Ltd.’s management contract with Wellington Equity Fund 
provides in Paragraph 5 thereof as follows: 

“5. Except to the extent necessary for performance of Manager’s 

(Wellington, Ltd.’s) obligations hereunder, nothing shall restrict the 

right of Manager or any of its directors, officers or employees of 
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Equity Fund to engage in any other business or to devote time and 
attention to the management or other aspects of any other business 
whether of a similar or dissimilar nature or to render service of any 
kind to any other corporation, firm, individual, or association.” 


9. Wellington Management Company (which is not named as a de- 
fendant in this action) is a Delaware corporation originally incorporated 
under date of February 20, 1933, with the name THE WELLINGTON FUND, 
Inc. By amendment to its Certificate of Incorporation dated June 1, 1935, 
the name of this company was changed to WELLINGTON INVESTORS, INC. and 
by further amendment dated February 13, 1959, its name was changed 
to WELLINGTON MANAGEMENT COMPANY. Wellington Management Company 
under date of April 13, 1959, after the present litigation had been in- 
stituted, entered into an investment advisory contract with Wellington 
Fund whereby Wellington Management Company agreed to furnish advice 
and recommendations with respect to the purchase and sale of securities 
and the making of commitments; agreed to place at the disposal of Welling- 
ton Fund such statistical research and analytical and technical service, 
information and reports as may reasonably be required and further agreed 
to furnish Wellington Equity with all executive personnel and all other 
required personnel except for certain junior officers and employees. The 
said management advisory contract empowered Wellington Management 
Company in general to superintend the affairs of Wellington Fund subject 
to the control of the Board of Directors, Executive Committee and Finan- 
cial Committee of the said Wellington Fund. The management advisory 
contract between Wellington Fund and Wellington Management Company 
provides in Paragraph Five thereof as follows: 


cr 


5. Except to the extent necessary for performance of Manager’s 
(Wellington Management Company’s) obligations hereunder, nothing 
shall restrict the right of Manager or its directors, officers or employees 
to engage in other business or to render investment, advisory, under- 
writing or other services to any investment company, or any other 
corporation, firm, association or individual”’. 

10. Wellington Fund has used that name since July, 1935, when the 
Certificate of Incorporation of Industrial and Power Securities was 
amended to change the name of that company to Wellington Fund, Ine. 
The shares of Wellington Fund have been continuously distributed in 
interstate and intra-state commerce since July, 1935, and in literature 
and information relating to Wellington Fund, it has been referred to as 
“A name to remember when investing”. Wellington Fund has become one 
of the nation’s largest mutual funds and more of its shares measured in 
total dollars have been sold over the past five years than the shares of 
any other single dealer distributed mutual fund. 


11. The officers and directors of Wellington Fund have holdings in 
the aggregate of less than One Fourth of One per cent (%4 of 1%) of its 
outstanding shares, have the duties and responsibilities which are attendant 
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upon those positions and as such exercise management over Wellington 
Fund. The said officers and directors permitted Wellington Equity Fund 
to be incorporated with the name WELLINGTON EQUITY FUND, INC. although 
the stockholders of Wellington Fund have not given express approval of 
use by Wellington Equity Fund, Inc. of that name nor have such stock- 
holders given express authority for such action. 


12. As of the present time, Wellington Equity Fund has more than 
Twenty-eight Thousand (28,000) shareholders and net assets of more 
than Forty-one Million Dollars ($41,000,000.00). 


13. Financial & Power Securities Co. was a Delaware corporation 
incorporated on August 20, 1929. Financial & Power Securities Co., by 
amendment to its Certificate of Incorporation filed July 2, 1931, changed 
its name to The Wellington Corporation. It was investment advisor for 
Wellington Fund (then Industrial & Power Securities Co.) until on or 
about April 13, 1952. Wellington Corporation was dissolved by a Cer- 
tificate of Dissolution filed with the Secretary of State of the State of 
Delaware in September 24, 1952. 


14. In connection with the liquidation and dissolution of Wellington 
Corporation there was no formal written conveyance of the name to anyone. 


15. On or before June 19, 1935, Industrial and Power Securities Co. 
sent a letter to Wellington Corporation advising that the name of Indus- 
trial and Power Securities Co. had been changed to Wellington Fund, Ine. 
The Board of Directors of Wellington Corporation at a meeting on June 19, 
1935, adopted a resolution directing its proper officers to execute a consent 
to the use of the said name. 


16. Under date of March 28, 1952, there was filed with the Secretary 
of State of the State of Delaware by Wellington Corporation a document 
advising that the said corporation proposed to dissolve within ninety (90) 
days from the said date and did thereby consent to the use of the name 
of The Wellington Company by W. L. Morgan & Company. 


17. The directors of Wellington Fund, at a meeting held February 27, 
1952, recorded in their Minutes as follows: 


“The Chairman then referred to the informal discussions previ- 
ously had concerning the renewal of the Investment Advisory Contract 
between Wellington Fund and Wellington Corporation. A general 
discussion of this subject followed and it was the sense of the meeting 
that the present contract between the Fund and Wellington Cor- 
poration should not be renewed but that the activities of Wellington 
Corporation and W. L. Morgan & Company should be combined into 
one company for greater efficiency and the Investment Advisory Con- 
tract be made with this company. It was pointed out that if this 
combination of activities were to be made effective, it would be much 
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preferable for W. L. Morgan & Co. to be the surviving corporation 
by reason of its many hundreds of contracts with investment dealers 
throughout the country and by reason of its position and agreements 
with The Pennsylvania Company for Banking and Trusts in the opera- 
tion of the Wellington Investment Plan. However, it was felt ad- 
visable to retain the Wellington name for the investment advisor, 
which would require a change in the name of W. L. Morgan & Co. 
to The Wellington Company, which company had consented to this 
change.” 


18. There were filed with the Secretary of State of the State of 
Delaware under date of December 30, 1957, by Wellington Co., Wellington 
Fund and Wellington Co. of Delaware documents consenting to the organi- 
zation of Wellington Company, Ltd. in the State of Delaware. Such action 
was taken without the express approval of the shareholders of Wellington 


Fund. 


19. No registration statement under the Investment Company Act 
of 1940 has been filed by or on behalf of any defendant or any entity 
related to any defendant other than Wellington Fund, Inc., Wellington 
Equity Fund, Ine. and Wellington Foundation. 


20. When consideration was being given to the creation of a second 
mutual fund which ultimately became Wellington Equity Fund, it was 
intended to use the name WELLINGTON. 


21. The same securities may and in some instances do appear in the 
portfolio of Wellington Fund and Wellington Equity Fund. 


22. There are some shareholders in common between Wellington Fund 


and Wellington Equity Fund. 


23. Many of the dealers who deal in and sell shares of Wellington 
Fund also deal in and sell shares of Wellington Equity Fund. 


24. All of the dealers and sales representatives who deal in and sell 
shares of Wellington Fund have been given the right to sell shares of 
Wellington Equity Fund as well. 


25. On or about September 4, 1958, plaintiffs through their repre- 
sentatives objected to the officers and directors of Wellington Fund about 
the creation of Wellington Equity Fund, but their requests for a change 
of the plans relating to Wellington Equity Fund were not complied with. 

The Complaint is in six counts. Counts I and VI charge the defen- 
dants with unfair competition in the use of the name WELLINGTON. The 
remaining counts, II through V, assert the alleged acts of unfair com- 
petition also constitute violations of the Securities Act of 1933% (Count 





3. 15 U.S.C. § 77a, et seq. 
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IT), the Securities Exchange Act of 19344 (Count III), the Investment 
Company Act of 1940° (Count IV), and the Federal Trade Commission 
Act® (Count V). Diversity of citizenship and federal question jurisdiction 
are asserted. 

This suit was instituted October 3, 1958. Approximately two months 


before, on July 25, 1958, Congress amended 28 U.S.C. § 1332 to provide: 


“e. For the purposes of this section and section 1441 of this title, 
a corporation shall be deemed a citizen of any state by which it has 
been incorporated and of the State where it has its principal place of 
business.” (Emphasis supplied. ) 


The Complaint is silent concerning defendants’ principal places of 
business. In response to Court inquiry counsel for defendants advised 
that the principal offices of defendants at the commencement of the present 


action were situated as follows: 


Wellington Fund, Inec., Delaware 
Wellington Equity Fund, Delaware 
Wellington Company, Ltd., Delaware 
The Wellington Company, Pennsylvania 


A serious jurisdictional question is thus posed by virtue of the 1958 
amendment noted above insofar as diversity is relied on for jurisdiction. 
After a proper alignment of the parties to reflect their actual interests, 
there must be complete diversity between the plaintiffs on the one hand, 
and the defendants on the other, i.e., each plaintiff must be able to sue 


each defendant.* The primary purpose of the 1958 amendment in rede- 


fining corporate citizenship was to restrict federal jurisdiction.® Subsection 


“e” is consonant with the declared policy toward “greater recognition 
of local corporate activity as equivalent to citizenship for diversity 
purposes.” 

The plaintiffs are citizens of the Commonwealth of Pennsylvania. In 
view of the dual corporate citizenship conferred by 28 U.S.C. § 1332 as 


amended, Wellington Company having its principal place of business 


§ 78a, et seq. 
». § 8Oa-1, et seq. 
Je § 41, et SEQ. 
ants’ Brief on The Alleged Violation Of The Federal Statutes, p. 2; 
ot take issue with defendants’ statement. Further, the exhibits in evi 
dence confirm the information submitted. PX 21, 22; DX 4 at pp. 227, 228. 
8. Strawbridge v. Curtiss, 3 Cranch 267 (1806); 1 Moore’s Federal Prae. § 0.60 
[8.-4], p. 644. 


9, “Going 


_ 


back to the legislative history of the 1958 amendment, we find that its 
primary purpose was to reduce the heavy workload of the federal courts caused, in 


part, by diversity of citizenship cases in which jurisdiction was based on the fictional 
premise that a corporation, although wholly local in character and operation, is a 
eitizen of another State because of its Incorporation in that State.” Harker v. Kopp, 
172 F.Supp. 180, 182 (D.C. N.D. Ill. W.D. 1959). 
0. Feuchtwanger Corp. v. Lake Hiawatha Fed. Cr. Union, 272 F.2d 453, 456 
i 


(3 Cir. 1959). 
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Pennsylvania would also be deemed a citizen of Pennsylvania. Conse 
quently, there would not be complete diversity between the plaintiffs and 
defendants and diversity jurisdiction would not obtain. 

A plaintiff under F. R. Civ. P. 21 may be permitted to drop a party 
not indispensable to the lawsuit whose presence destroys jurisdiction.” 
The rule does not, however, authorize the Court on its own motion to 
dismiss a party who is properly joined but as to whom the Court lacks 
jurisdiction.'* Plaintiffs have made no application to have Wellington 


Company dropped as a party defendant, nor have the parties attempted 


to invoke any of the principles governing ancillary jurisdiction to temper 
the harsh result caused by the complete diversity doctrine.’* Instead, 
plaintiffs rely on the principle of pendent jurisdiction as enunciated in 
Hurn vy. Oursler’* and Bell v. Hood*® to clothe the Court with the requisite 
jurisdiction to entertain the common law unfair competition causes. The 
legal tenets involved have been fairly analyzed by counsel for defendants 


as follows: 7° 


“As I read the decisions in Bell v. Hood, 327 U.S. 678 (1946), 
** * and Hurn v. Oursler, 289 U.S. 238, 17 USPQ 195 (23 TMR 
267) (1933) * * * the following legal principles appear to be clear: 

“1. If a Complaint seeks recovery under the Constitution or Fed- 
eral Statutes, the Court has jurisdiction even though it may ultimately 
decide that no cause of action is stated or sustained under the Con- 
stitution or the Statutes, unless 

“(a) The claim under the Statute or Constitution is clearly 
immaterial and made solely for the purpose of obtaining juris- 
diction, or 

‘“(b) The claim is wholly insubstantial and frivolous. 

“2. If there are Federal grounds and non-Federal grounds as- 
serted as a basis for relief on the same facts, the Federal Court will 
have jurisdiction over the entire case even though it determines that 
no cause of action is made out under the Federal grounds.” 


Defendants concede, the Complaint “seeks recovery, in Counts II 
through V, under the Federal Statutes referred to therein and that the 
same facts are asserted as the basis for the common law Counts of the 
Complaint as are asserted as the basis for Counts II through V. * * * [T |hat 
Counts II through V were not added solely for the purpose of obtaining 
jurisdiction.” 17 Defendants, however, reserve the right to argue Counts 
II through V do not state causes of action and these counts are “insub- 





1 Moore’s Fed. Prac. J 0.60 [8.-5], p. 645. 

3 Moore’s Fed. Prac. § 21.03, p. 2904. 

1 Moore’s Fed. Prac. J 0.60 [8.-4], p. 645. 

289 U.S. 238, 17 USPQ 195 (23 TMR 267) (1933). 
327 U.S. 678 (1946). 

Letter Memorandum dated October 30, 1959. 

Note 16, supra. 
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stantial and frivolous.” ** For an effective examination of these issues it 
is necessary at this stage to consider the substance of the common law 
counts.** 

State law is applicable where diversity is present and the unfair 
competition does not come within the provisions of the Lanham <Act.*° 
There is, however, a split of authority as to the governing law where 
pendent jurisdiction is involved.” 

Judge Wyzanski in National Product Fruit v. Dwinell-Wright Co. 
after exploring the formidable position in favor of applying uniform 
principles to unfair competition claims, concluded the arguments not to 
be controlling and that a court having pendent jurisdiction should apply 
local common law in adjudicating the unfair competition action.*? One 
commentator, preferring Judge Wyzanski’s rationale, has observed: “It 
would seem anomalous to apply federal law to a claim which, if it were 
not pendent under section 1338(b), would be governed by state law.” ** 

Professor Moore, on the other hand, advocates application of federal 
law where jurisdiction is pendent and the unfair competition is multi-state 


18. Ibid. 

19. Counsel for plaintiffs at the pre-trial conference stated: “* * * But I do say 
that as I view it now, if I am unable to make out a cause of action in Counts 1] 
and 6, my current thinking is that the other counts go by the board.” Transcript of 
Pre-trial Conference, p. 88 

20. “The only cause of action that this record could possibly support is for unfair 
competition and common law ‘trademark infringement’ to which local law applied.” 
Pecheur Co. v. Nat. Candy Co., 315 U.S. 666, 667, 53 USPQ ‘2. a 32 TMR 194) 
(1942). But Professor Moore would limit the scope of the Pecheur rule where multi 
state activities are involved: 

ae 3ut we question the soundness of this rule when applied to multi-state 
activities for the following reasons: even if the federal courts have not as yet been 
given jurisdiction because of the subject matter of the claim, this is not deter 
minative—they did not have general ‘federal question jurisdiction uatil 1875 but 
that did not preclude many matters that had to go up through the state courts, 
except where the accident of diversity enabled the suit to be brought in the federal 
court, from involving federal, not state, law; a federal matter may be presented 
in a case where jurisdiction is predicated upon diversity; the law of one state, 
whether it be its domestie or conflicts rule, should not govern multi-state activities 
for this is to project itself beyond its proper local limits and into the national 
area; uniformity, instead of the possible 48 diverse, conflicting, and competing 
rules, is desirable. On this theory, but - on its theory of equitable remedial 
rights, Black g& Yates, Inc. v. Mahogany Ass’n, Inc. correctly held that in an action 
between rival dealers operating in many states, a federal court in Delaware could 
enjoin a continuing trade libel, although the Delaware law did not authorize an 
injunction but afforded only a right of action for damages. And full faith and 
credit may properly limit the local law of one state from determining rights and 

matters having a national scope.”’ 1 Moore’s Fed. Prac. { 0.326, pp. 3772-3773. 

¢ § Maternally Yours v. Your Matern ty Shop, 234 F.2d 538, 540, fn, i 545-547, 
110 USPQ 462, 463, 467-469 46 TMR 1509) (2 Cir. 1956); National Fruit Product 
Co. v. Dwinell-Wright Co., 47 F.Supp. 499, 502-504, 55 U na Q 199, 203-205 (32 TMR 
516) (D. Mass. 1942) aff’d, 140 F.2d 618, 60 USPQ 304 ME 128 1 Cir, 1944) ; 
Bulova Watch Co. v. Stolzberg, 69 F.Supp. 543, 72 USP¢ Q7 347 TMR 41) (D. Mass. 
1947) ; 1 Moore’s Fed. Prac. § 0.60 | , p. 661; 7 0.32 6, 77 

22. 47 F.Supp. 499, 502-504, 55 USPQ 199, 203-205 (32 TMR 516) (D. Mass. 
1942). 

23. Developments in the Law Trademarks And Unfair Competition, 68 Harv. L. 
Rev. 814, 885 (1955 


Y 
» 26 1G. 
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in effect.** This approach, indeed, has merit when it is considered that 
prior to Erie v. Tompkins,*’ federal law was considered as controlling 
issues of both trademark infringement and unfair competition. As a con- 
sequence, the states had little occasion to build an independent body of 
case law in these areas.*® For this reason, and because of the multistate 
nature of the problem, instead of formulating novel concepts many present 
day courts after paying homage to Erie resort to the well defined federal 
doctrines.” 

A canvass of the Delaware decisions reveals that the local courts apply 
the universal principles governing the law of unfair competition. In 
Standard Oilshares v. Standard Oil Group, the Chancellor following an 
extensive quote from the United States Supreme Court’s decision in Amer- 


ican Steel Foundries v. Robertson,*> stated: 


“A corporate name being thus categorized as either a tradename 
or trademark, more properly the former, the right to the exclusive use 
of such a name is to be tested, as before indicated, by the principles 
which govern in the law of unfair competition.” *° 


‘To the extent, if any, that the Lanham Act does not create a federal claim 
‘ompetition, but this claim is being adjudicated in the federal court because 
another claim over which the federal court has jurisdiction, a question 

as to what substantive law applies to the claim for unfair competition. Where 


in effect, as distinguished from only local impact, 


ip multi 1 
ral n | hould govern.” 1 Moore’s Fed. Prac. § 0.60 [8.-7], 


* * Now what as to : laim for unfair competition over which the district 
eourts have jurisdiction ‘when joined with a substantial and related claim 
copyright, patent or trademark laws?’ There is much authority that the state 
the forum, including its conflicts rule, applies. A contra and a better rule, 


matter is interstate in character, has been avplied by Judge Sweeney for the 
reasons: ‘I feel that there is a strong policy in favor of interstate uniformity 
field of unfaii mpetition. There is the dilemma between a checker-board 
the automatic application of (the conflicts rule of) Klaxon Co. v. Stent 1 
Co. to multi-state unfair competition on the one hand, or a return, on tl 
evils of choice of forum if local law is to govern the interstate as well i 
of the tort.’ * * *” 1 Moore’s Fed, Prac. § 0.326, p. 3772. See also concurring opinion 
of Chief Judge Clark in Maternally Yours v. Your Maternity Shop, 234 F.2d 538, 545 
547, 110 USPQ 462, 467-469 (46 TMR 1509) (2 Cir. 1956 

25. 304 U.S. 64 (1938). 

26. Maternally Yours v. Your Maternity Shop, 234 F.2d 538, 540, 110 USPQ 462, 

* é che 


163, fn. 1 (46 TMR 1509) (2 Cir. 1956) ; 1 Moore’s Fed. Prac. { 0.526, p. 3770. 
27. “* * * Since problems of unfair competition in trade and trade names almost 


invariably concern also trademarks and transcend state lines, it i ot surprising that 
the governing law developed in the federal courts and much of i trine is connected 
h the names of great federal judges. So the issue is really whether » shall apply 
our regurgitation of the state redistillation of federal precedents or go more directly 
and realistically to the sources themselves. Actually, so far as I can discover, we have 
never found any difference in ultimate result, and so quite often lump federal and New 
York law together (citing cases), or—even more conveniently—eschew all refer 
the matter * * *.” Maternally Yours v. Your Maternity Shop, 234 F.2d 53 
USPQ 462, 467 (46 TMR 1509) (2 Cir. 1956). 
28. 269 U.S. 372 (16 TMR 51) (1926). 


29. 150 A. 174, 180, Ct. of Chancery, Del. 1930. 
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The principle was reaffirmed in American Radio Stores v. American R. & 
Television S. Corp’ and has never been repudiated by any Delaware 
decision. In FE. 7. du Pont de Nemours & Co. v. DuPont Safe ty R. Corp.”' 
the Court of Chancery in enjoining a razor manufacturer from appro- 
priating the puPpoNnT symbol, predicated its determination exclusively upon 
its own pre-Erie decision in American Radio Stores v. American R. & Tele- 
vision S. Corp. supra, the Restatement of the Law of Torts,°* two federal 
decisions The Be st Foods Vv. Ge neral Mills. Telechron, Ine. Vv. Telicon 
Corp.,°* and an adjudication of a New York trial court.“’ Similarly in 
Coca-Cola Co. v. Nehi Corporation, the Delaware Chancery Court citing 
the federal decision in Allen v. Walker & Gibson, 235 F. 230, adopted the 
fundamental precept that to constitute trade name infringement it is not 
necessary that the similarity in the name complained of be “such as to 
deceive only the cautious purchaser” but that it is sufficient if the similarity 
in name is such “that it is likely to deceive the ordinary purchaser.” 

The parties have cited no law, nor has the Court in its independent 
research, discovered any authority indicating that the decisional law of 
Delaware, in any respect, conflicts with the fundamental principles of the 
law of unfair competition herein pertinent, that have been formulated and 
articulated by federal tribunals. No exception has been interposed by 
either side as to the governing rules. Issue is taken merely with respect 
to application of the appropriate principles to the particular fact complex. 

Wellington Fund and Wellington Equity Fund are national in scope, 
therefore a Delaware Nisi Prius Court would be expected to draw heavily 
on general principles, instead of becoming bogged down in difficult sophis- 
ticated conflict of laws problems. Against this background it becomes 


unnecessary to formally declare and be counted either as favoring the local 


30. “Inasmuch, however, as a corporate name is now unde 
be categorized with unregistered trademarks (Standard Oilshare 
Group, Inc., supra the protection to the eompla nant can exter 
allowable under the general principles of law governing 
***” 150 A. 180, 183, Ct. of Chancery, Del. 1930. 

82 A.2d 384, 90 USPQ 147, Ct. of Chancery, Del. 1951 

3 Restatement of the Law of Torts, § 730. 

59 F.Supp. 201, 65 USPQ 392 (35 TMR 157 D. Del. 

97 F.Supp. 131, 89 USPQ 107 (41 TMR 418) (D. Del. 
Tiffany & Co. vy. Tiffany Productions, Inc., 264 N.Y.Supp 
Coca-Cola Co. v. Nehi Corp., 25 A.2d 364, 369, 53 
. of Chancery, Del. 1942. 

‘A state court in a multiple 

roblem. Generally a state court w consider the 


wrong occurred. One federal court sitting in Pennsylvania has tal 


law 


terms: 

“¢We find therefore in substance that the states in which Ettore 
were injured are Pennsylvania, Delaware, New Jersey and New 
look to Pennsylvania law with regard to the alleged injuries 
under the Pennsylvania conflict of laws rule, to the laws of 
as to the Pennsylvania telecasts and to the law of New York 
easts, to determine what damage, if any, Ettore suffered on 


tions.’ ”’ 1 Moore’s Fed. Prac. § 0.327, pp. 3775-3776. 
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law approach of Judge Wyzanski or the uniform federal system to the 
extent advocated by Professor Moore.** 

The thrust of plaintiffs’ case is simply that Wellington Fund owns 
the name WELLINGTON and has the right to use that name to the exclusion 
of all others in the investment company industry.*® Defendants counter 


contending: 


1. The good will inherent in the name WELLINGTON does not relate to 
any activity of Wellington Fund, but symbolizes the activities of the in- 


vestment manager and sponsor.*” 


2. There is neither actual confusion nor likelihood of confusion of 
the public resulting from the use of the name WELLINGTON by Wellington 
Equity Fund.*! 


3. The creation and continued existence of the Wellington Equity 
Fund have not, and will not, damage Wellington Fund, but have been, 
and will be, of advantage to Wellington Fund.** 


4. Wellington Fund has validly and properly consented to the use 
of the name WELLINGTON by Wellington Equity Fund.* 


5. Wellington Fund is not the owner of trade name rights in the 
name WELLINGTON because it was not the first to use the name in this field, 
because it acquired the name only by the consent and license from the 
predecessor to the Wellington Company and because it has not had the 
exclusive use of the name in this field.** 

These matters will be considered seriatim. 


I 


In limine it is clear that if plaintiffs be correct in their contentions 
the charge of unfair competition has been sustained for, “the most common 
form of unfair competition is the imitation of a trade name, trade symbol 


38. “In his Conclusion of Law the trial judge decided that the plaintiff’s claim 
of unfair competition is governed wholly by federal law. Actually no problem arises 
in this appeal with respect to the law controlling the particular unfair competition 
charged. At the very least in this circuit we agree with the New Jersey decisions that 
likelihood of confusion is the test and that secondary meaning for plaintiff’s mark 


* * 9 


need not be established in order for plaintiff to make out a cause of action. 
Perfectform Corp. v. Perfect Brassiere Co., 256 F.2d 736, 741, 117 USPQ 433, 436 
(48 TMR 1456) (3 Cir. 1958 

39. Counsel for plaintiffs at the pre-trial conference stated: 

“T think the issues, therefore, really ultimately revolve around primarily 
whether or not the inside or management group have the ownership of the name 
WELLINGTON, which is asserted by way of defense, or whether it belongs to 
Wellington Fund and its shareholders.” Transcript of Pre-trial Conference, p. 7. 
40. Brief of Defendants Sur Requests for Findings Of Fact And Conclusions of 

Law, p. 4 (Hereafter referred to as Def. Br.). 
41. Id. at p. 32. 
42. Id. at p. 45. 
43. Id. at p. 66. 
44. Id. at 1-a. 
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or device by a competitor.” *° Defendants’ position on this initial point 
follows: *® 


“The name WELLINGTON has value only as a symbol of good will. 
The good will has been generated by the investment management and 
distribution services which have been supervised, controlled and _ per- 
formed by the Wellington Company. The good will, and thus the 
name, belong to the Wellington Company. That being so, it is entirely 
proper for the Wellington Company to use the name on a second 
of its products so long as there will be no confusion of the public and 
no damage to the first product. This is a situation in which the second 
son automatically takes the family name of his father. 

“The complaint alleges that the name WELLINGTON has acquired 
a well-recognized meaning and reputation in the investment field, but 
Plaintiffs offered no evidence as to what that meaning and reputation 
are. Defendants’ evidence establishes beyond question that the meaning 
and reputation are identified with the investment manager and sponsor. 

“Perhaps it should be observed in passing that, in concluding that 
the Wellington Company owns the good will and the name it is not 
necessary to consider what rights Wellington Fund may have to use 
the name. That question is not raised by this case, and is not involved 
in such disposition of it.” 


Defendants’ basie theme is that the entity responsible for generating 
good will is entitled to employ the name symbolizing the good will. Plain- 
tiffs contend, (1) a corporate name belongs to the corporation; and (2) 
the good will of a business conducted by a corporation belongs to the 
corporation. 

Wellington Fund is not the corporate shell defendants would have 
this Court find.*7 Wellington Fund is an $858 million corporation and 


°¢ 


has over 262,000 stockholders.** There are thirteen persons on the Board 


of Directors,*® seven of whom are not permitted by law to have any affilia- 


tion with either the managing or sponsoring companies.°® Wellington 
Fund was formed pursuant to the corporate laws of the State of Delaware, 
which provide in part: ™ 

“(a) The business of every corporation organized under the pro- 


visions of this chapter shall be managed by a board of directors, except 
as hereinafter or in its certificate of incorporation otherwise provided.” 


The by-laws of Wellington Fund state: °? 





45. Nims, Unfair Competition and Trademarks, Vol. 1, p. 14. 

46. Brief of Defendants Sur Request For Findings Of Fact And Conclusions Of 
Law, p. 31. 

47. “One may ask ‘What is the reason for the existence of Wellington Fund if it 
engages in no activities and is a mere conduit or shell?’” Def. Br. p. 9. 

48. PX 29; DX 5; Statistics reflect condition of Wellington Fund as of Dec. 31, 
1958. 

49. PX 29. 

50. 15 U.S.C. § 80a-10. 

51. 8 Del. Code Annotated $ 141(a). 

52. Joint EX 1, Item 14. 
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“Fifth: The property and business of the Corporation shall be 
managed and controlled by its Board of Directors, thirteen in num- 
— os 


“Sixth: The Board of Directors shall have, in addition to such 
powers as are hereinafter expressly conferred on it, all: such powers 
as may be exercised by the Corporation, subject to the provisions of 
the statute, the certificate of incorporation and the bylaws, subject 


also to regulations which may be from time to time made by the 
stockholders.” 


The Investment Company Act of 1940 declares that, 


“(a) * * * |T|t shall be unlawful for any person to serve or act 
as investment adviser of a registered investment company, except 
pursuant to a written contract, which contract, * has been ap- 
proved by the vote of the majority of the outstanding voting securities 
of such registered company and 


* * * 


(2) shall continue in effect for a period more than two years 
from the date of its execution, only SO long as such continuance is 
specifically approved at least annually by the board of directors 
or by vote of a majority of the outstanding voting securities of 
such company ; 


“(3) provides, in substance, that it may be terminated at 
any time, without payment of any penalty, by the board of dv 
rectors of such registered company or by vote of a majority of 
the outstanding voting securities of such company on not more 
than sixty days’ written notice to the investment adviser; and 


“(4) provides, in substance, for its automatic termination in 
the event of its assignment by the investment adviser.° 


“(b) * * * [I]t shall be unlawful for any principal underwriter 
for a registered open-end company to offer for sale, sell, or deliver 
after sale any security of which such company is the issuer, except 
pursuant to a written contract with such company, which contract, 
* & * 


“(1) shall continue in effect for a period more than two years 
from the date of its execution, only so long as such continu- 
ance is specifically approved at least annually by the board of 
directors or by vote of a majority of the outstanding voting se- 
curities of such company; and 

“(2) provides, in substance, for its automatic termination in 
the event of its assignment by such underwriter.” °* (Emphasis 
supplied. ) 


Defendants recognize the Board of Directors are required to, and in 
fact, do function in a significant manner: 
‘* * * The Directors bring to Wellington Fund board their good 


sense, knowledge and experience for the primary purpose of seeing 
to it that the investment manager lives up to that contract and op- 


53. 15 U.S.C. § 80a-15(a) 
54. 15 U.S.C. § 80a-15(b). 
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erates within the objectives and fundamental policies which have been 
established for the Fund and which cannot be changed without share- 
holder approval under the Investment Company Act of 1940; 15 
U.S.C. § 80a-13. 

“The testimony demonstrates that the Board of Directors of Wel- 
lington Fund fully discharges this responsibility. It receives at each 
meeting a full and complete report as to every change in the portfolio 
of the Fund together with the reasons for the change. Economic and 
market forecasts are presented by the investment manager and an 
indication is given as to the plans which the manager intends to 
follow for the following period. In this respect the Board of Directors 
is exercising watchdog responsibilities and appropriate supervision of 
the corporate affairs, but it does not ‘control’ the investment man- 
agement provided by the investment manager. 

“Of course, the Board of Directors has the right and power of 
absolute control in that it could. if it so decided, refuse to follow the 
] 


advice of the investment manager, direct that the investments be 


made m accordance with its OW? decisions. and terminate the man 


agement contract.” (Emphasis supplied. 
Defendants describe the workings of an investment company as, 


‘* * * |A!| large number of investment advisory or investment 
counsel accounts put together into a convenient corporate structure or 
in some cases a form of trust, and these companies are created by a 
sponsor, an originator, who usually is a man experienced in invest 
ment management, or men, I mean to say, and companies have been 
formed originally to provide to the average person of limited means 
the same type of investment counsel services and an opportunity for 
diversification that prior to their creation was available only to 
fairly wealthy people, and I think that the best definition that I have 
ever come across of an investment company is just that, that it is a 
group of investment counsel accounts under management.” 


Defendants suggest that from a functional standpoint Wellington 
Fund operates in the same manner as a business trust, and that “it 
would be absurd for the law to distinguish insofar as good will 
is concerned between a corporate mutual fund and a mutual fund in 
business trust form or a common trust fund of a_ bank.” In effect, 
defendants urge that the corporate veil of Wellington Fund be pierced, 
or in the alternative, that special principles be held applicable to invest- 
ment companies. 

The Court is mindful that seemingly many practices prevail in this 
industry that in other areas are legally and economically intolerable, 
and perhaps this Court in adopting plaintiffs’ contentions is out of step 
with a “fourteen billion dollar mutual fund industry.” °* It would, how- 


ever, be unwise at this time to sit in judgment of the entire industry 


55. Def. Br. pp. 16-17. 

06. N.T. 209-210. 

57. Def. 
I 


58. Def. 
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and the Court will not attempt to determine any controversy except that 
which is now before it. 

The defendants have chosen to conduct their affairs via the cor- 

porate form. Sound policy reasons dictate, no exception be made in the 
instant litigation which would permit defendants to function outside the 
carefully delimited boundaries of corporate law. Wellington Fund is the 
second largest diversified, open-end, balanced fund and ranks third among 
all mutual funds operating in the United States.°® Defendants submit, 
“it is not necessary to consider what rights Wellington Fund may have 
to use the name,” *® for all the Court need do is conclude Wellington 
Company owns the “WELLINGTON name with its attendant good will’. The 
Court is thus asked to forsake 262,000 investors with holdings of $858 
million in favor of a corporation controlled by one person, Walter L. 
Morgan, who is also president and director of Wellington Fund." If this 
Court did as defendants suggest, i.e., hold Wellington Company owns the 
name WELLINGTON without determining the interest of Wellington Fund 
in the name, there would be nothing to prevent Wellington Company at 
some future time, in the event the present management contract was 
terminated, from seeking to enjoin the use of the name by Wellington 
Fund.® ; 
Defendants urge this Court enunciate a rule that the entity responsible 
for generating the so-called “habit of patronage” is entitled to the owner- 
ship symbol reflecting it.** Defendants proceed that in this instance the 
good will has been generated by the investment management and dis- 
tribution services, which have been supervised, controlled and performed 
by Wellington Company.** In conclusion defendants state: “that being 
so, it is entirely proper for the Wellington Company to use the name on 
a second of its products.” ® 

This rationale is deemed patently vulnerable. To hold the creator 
of good will is entitled to own the symbol signifying the good will, would 
mean that the management team of any company could exploit the 
name of the employer at management’s pleasure. To state the propo- 
sition exposes its untenability. It would mean, GENERAL MOTORS does not 
have the exclusive right to use its name. It would mean, that perhaps, 





59. Investment Companies, 1959 Ed. p. 228; DX 5. 

60. “That question is not raised by this case, and is not involved in such dis 
position of it.” Def. Br. p. 31. 

61. Walter L. Morgan, president and director of Wellington Fund, is the presi 
dent, director and beneficial and record holder of the common stock and substantially 
all of the preferred stock in Wellington Company. Stipulated Fact No. 6. 

62. There have been, in fact, instances during the past ten years where invest 
ment companies have not renewed or terminated advisory contracts and selected entirely 
new investment counsel. Investment counsel changes have been reported for the follow- 
ing funds: Axe-Houghton Stock Fund in 1950; Dreyfus Fund in 1951; and Aberdeen 
Fund in 1953. Investment Companies, 1959 Ed. pp. 126, 127, 131; DX 4. 

63. Def. Br. p. 31. 

64. Ibid. 

65. Ibid. 
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the president of American Motors, if he desired, could appropriate the 
name AMERICAN MOTORS for his own selfish purpose. It would mean that 
where a Madison Avenue advertising firm created an image that was 
paid for and adopted by a client, the client, nevertheless, did not own 
that which it purchased. Defendants conceding that GENERAL MOTORS Owns 
its own name to the exclusion of all others, contend the appropriate 


analogue to be: * 

“This case in my judgment, * * *, is a situation in which, to 
use another analogous situation which J think is clear to us, where 
the purchaser of a box of KLEENEX has come into this Court and 
said, ‘We have a name, we bought this box, it is valuable, and we 
want you to prevent Kimberly & Clark, the corporation that pro- 
duced this box of KLEENEX and published the name, from bringing 
out another hand towel, paper towel, and using the name KLEENEX 
on that paper towel.’ These shares of Wellington are the product 
being sold. This is not anything like the normal situation in which 
a corporation is building up its own good will. Most corporations 
which are building up good will of their own are doing it with 
respect to a product which they are issuing and selling and which 
inures to the benefit of their shareholders. This is not that 
situation because the product here, if it is a product, or a 
commodity, however, we want to call it in a broad term, is 
the shares of the Fund itself. The shares are what are being 
sold, and they are traded in far differently from the shares 
of any other corporation or corporations in the customary sense. 
And in that sense the mutual fund is a far different breed 
of cats than the normal business corporation.” 


This reasoning requires the conclusion the $858 million dollar Wel- 
lington Fund is the captive of one man, Walter L. Morgan. The KLEENEX 
analogy completely ignores the fact that the paper product of Wellington 
Fund embodies the incidents of corporate ownership. One such incident 
being a voice in the approval or disapproval of the investment advisory 
and underwriting contracts. 

The concomitants alleged by defendants responsible for creation of 
the good will are the distribution and investment management services.®* 
Both of these functions are either directly or indirectly paid for by 
Wellington Fund. 

Wellington Fund shares are distributed by Wellington Company 
pursuant to a year to year agreement dated December 1, 1953 terminable 
at any time by Wellington Fund according Wellington Company six 
months notice.*® This agreement provides: 


“7. It is hereby mutually agreed that [Wellington] Company 
in full satisfaction of all services herein agreed to be performed by 





66. N.T. 79-80. 
67. See notes 53, 54, supra, and accompanying text; N.T. 243. 
68. Def. Br. p. 31. 

69. Joint Ex. 2, Item 16. 
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it in this Agreement shall retain a sum equal to 8% of the offering 


price of all shares of Fund sold by it 
Wellington Company as principal underwriter and distributor of Wel- 
lington Fund shares received net commissions of $757,716 in 1957 and 
$861.364.32 in 1958 [It is not denied, the advertising campaigns and 
extensive sales programs conducted by Wellington Company enhanced 
the value of the WELLINGTON name. Wellington Company, however, was 
generously compensated for its endeavors made possible solely by virtue 
of its exclusive underwriting arrangement with Wellington Fund per- 
mitting Wellington Company to retain eight per cent (8%) of the offering 
price of Wellington Fund shares sold.*° Wellington Company simply 
asks too much when it insists upon the right to exploit the symbol, in 
addition to the handsome monetary rewards it has already received. 

Similarly, the management element affords defendants’ position little. 
Wellington Fund paid Wellington Company $1,757,404.79 in management 
fees for the year 1957 and $2,040,474.96 in 1958.7° The management 
contract, under the Investment Company Act of 1940, must be specifically 
approved “at least annually by the board of directors or by vote of a 


majority of the outstanding voting securities of such company’’,’4 


and 
may be terminated by Wellington Fund upon sixty days’ notice.*® Con- 
gress in requiring yearly approval was clearly attempting to create an 
atmosphere of objectivity for directors and/or shareholders of investment 
companies at relatively short periodic intervals to specifically appraise 
and evaluate the performance of the investment adviser, and if the 
adviser were not performing satisfactorily Congress intended that the 
investment company have complete freedom to terminate the advisory 
contract.‘° This determination of the directors or shareholders must be 


70. Tbid. 

71. Stipulated Fact No. 6. 

72. Note 70, supra. 

There is no requ rement that a Fund’s shares be distributed by an underwriter. 
In fact, more than a few investment companies distribute their own shares exacting 

] 


‘harge from the purchasers, namely: 


de Vegh Mutual Fund, Inc. DX 4, p. 158 
The Lazard Fund, Ine. DX 4, p. 193 
T. Rowe Price Growth Stock Fund, Inc. DX 4, p. 211 
Stein Roe & Farnham Balanced Fund, Ine. DX 4, p. 219 
Other investment companies although they engage the services of underwriters 
maintain a policy of issuing their shares at net asset value without imposition of a 


sales charge: 

Loomis-Sayles Mutual Fund, Ine. DX 4, p. 195 
Scudder, Stevens & Clark Common Stock Fund, Ir 
Scudder, Stevens & Clark Fund, Ine. DX 4, p. 215 
Stipulated Fact No. 6. 
15 U.S.C. § 80a-15(a) (2 
15 U.S.C. § 80a-15(a) (3) 


6. See note 62, supra. 


». DX 4, p. 215 
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insulated from extraneous considerations. To hold the investment company 
must cease using its name, if the advisory contract be terminated or that 
the investment adviser may exploit the name of the investment company 
for its own selfish ends would simply frustrate the clearly defined leg 
islative purpose, by interjecting into the deliberations subtle pressures 
tending to undermine the objectivity required of the directors and 
shareholders. 

Defendants’ position is certainly not enhanced by the action of Wel 
lington Fund engaging a new corporation, Wellington Management Com 
pany in April 1959 as its investment adviser.’’ Endorsement of defen 
dants’ views that the name of a corporation belongs to the entity or 
entities responsible for generating the good will and that in the instant 
ease, the good will is attributed to the management and distribution 
functions, would require devising an arithmetic formula in order to prop 
erly allocate proprietary interests in the WELLINGTON name. Mathematics 
has no office in determining ownership to this valuable corporate asset 
There is simply no basis in law, or in fact, for defendants’ theory at 
tributing the ownership of the name and good will of Wellington Fund 
to Wellington Company because at one time Wellington Company man 


aged Wellington Fund’s investment portfolio and distributed its shares. 


I] 


Plaintiffs allege employment by Wellington Equity Fund of the words 
WELLINGTON and FUND is likely to cause confusion or mistake or to deceive 
the investing public in view of the prior user of WELLINGTON and FUND 
by Wellington Fund since 1935. Defendants submit this is not so: 


“Wellington Fund and Wellington Equity Fund serve far dif 
ferent and well recognized basic needs or desires of investors. They 
are sold by investment dealers who are well aware of these differences 
and whose best interests are served by making known to the customer 
these differences in his own needs and desires and in the objectives of 
the Funds. The literature relating to the two Funds clearly differen 
tiates between them. Actual confusion and likelihood of confusion of 
one Fund with another in this situation is nonexistent 

“Although Plaintiffs had the burden of proving actual confusion 
or likelihood of confusion of one fund with the other, they offered 
no evidence on that score. In view of the wide spread practice over 
many years of having several funds under the same sponsor with 
similar names, such evidence would have been readily available had 
there been confusion with any degree of frequency. Plaintiffs’ failure 
to produce evidence of confusion strongly corroborates the conelusion 
that there has been none.*® 
77. Stipulated Fact No. 9. 
78. Def. Br. pp. 43-44. 


79. sut compare defendants’ statement appearing in this paragray with the 
following testimony of defendants’ expert Shallcross at page 604 of the notes of test 


mony: 
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“The basis of the law of unfair competition and for the protec- 
tion of trade names is the avoidance of public deception and the 
prevention of one person trading on the good will of another person. 
As to the former, there will be no public deception or confusion 
between the two Funds. As to the latter, the manager and sponsor 
of Wellington Equity Fund is trading on its own good will and 
not that of any one else. The source of origin of the two Funds is 
identical.” 


Defendants recognize a corporation is entitled to protect its name 
and good will from encroachment by a subsequent user of a substantially 
similar trade name so long as there is a likelihood of publie confusion or 
deception between the symbols of the two companies.*® The law of unfair 
competition embraces the law of trade name and trademark infringement.*? 
As observed by Nims in Unfair Competition and Trademarks, Vol. 1, at 
page 9: 


“The relationship between the law of trademark infringement 
and the law of unfair competition was explained by Judge Denison 
in 1912 thus: ‘The entire substantive law of trademarks (excepting 
statutory provisions and construction) is a branch of the broader 
law of unfair competition. The ultimate offense always is that de- 
fendant has passed off his goods as and for those of the complainant.’ ” 


And the applicability of this area of the law to corporate names was noted 
in American Steel Foundries v. Robertson: ** 


‘“* * * Whether the name of a corporation is to be regarded as 
a trademark, a trade name, or both, is not entirely clear under the 
decisions. To some extent the two terms overlap, but there is a 
difference more or less definitely recognized, which is, that, generally 
speaking, the former is applicable to the vendible commodity to which 
it is affixed, the latter to a business and its good will. * * * A cor- 
porate name seems to fall more appropriately into the latter class. 
But the precise difference is not often material, since the law affords 
protection against its appropriation in either view upon the same 
fundamental principles. The effect of assuming a corporate name by 
a corporation under the law of its creation is to exclusively appro- 





By Mr. Mungall (Attorney for defendants). 


“Q. Has there ever come to your attention Mr. Shallcross, a situation involving 
two or more Funds with similar names under the same sponsorship where one Fund 
had been confused with the other in some fashion? 

“A. In isolated cases, yes. I have had some experience where M.I.T. orders 
were executed in mistake for Massachusetts Investors Growth; M.I.T. is Massa 
chusetts Investors. But they were isolated instances. I think generally there is no 
confusion because the name is spelled out, the prospectus is clearly drawn out and 
each one states its objectives.” 

80. Def. Br. at pp. 32, 43-44; Section 32(1)(a) of the Lanham Act prohibits use 
of a mark “likely to cause confusion” and the same test is generally used in unfair 
competition. Developments in the Law Trademark and Unfair Competition, 68 Harv. 
L. Rev. 814, 862 (1955); in accord Coca-Cola Co. v. Nehi Corp., 25 A.2d 364, 369, 53 
USPQ 140, 144 (32 TMR 214) (Del. 1942). 

81. See notes 29 and 30, supra, and accompanying text. 

82. 269 U.S. 372, 380-381 (16 TMR 51) (1926). 





TMR Vol. 51 TMR TAUSSIG v. WELLINGTON FUND, INC. 17] 








otec- priate that name. It is an element of the corporation’s existence. * * * 
the And, as Judge Deady said in that case: 
rson. 


“*Any act which produces confusion or uncertainty concern- 


a ing this name is well calculated to injuriously affect the identity 
iat and business of a corporation. And as a matter of fact, in some 
1s is degree at least, the natural and necessary consequence of the 
asin wrongful appropriation of a corporate name, is to injure the 
business, the rights of the corporations by destroying or confusing 
its identity.’ 
lame 
iallv “The general doctrine is that equity not only will enjoin the 
i. on appropriation and use of a trademark or trade name where it is 
~ completely identical with the name of the corporation, but will enjoin 
fair such appropriation and use where the resemblance is so close as to 
ae be likely to produce confusion as to such identity, to the injury of 
L, at the corporation to which the name belongs * * *” 
Contrary to defendants’ assertions, plaintiffs have sustained their 
rs burden. As this Court recently observed in Old Charter Distillery Co. v. 
ting Continental Distilling Corp.®* an action prosecuted under the Lanham Act: 
ader - 
he. “There is no need to seek a novel test for applying the statutory 


it?” provisions for Judge Leahy in Telechron, Inc. v. Telicon Corp. enun- 


ciates an eclectic standard chosen from the prevailing authority: 


oted “<The test of ‘colorable imitation in commerce’ suggested by 
the statutory prohibition is not an analytical difference between 


marks of two competing products when placed in juxtaposition, 

d as but whether a sensory difference will be recognized by the or- 

the dinary purchaser when he does not have the opportunity for 

is a | comparison—i.e. whether a deceptive similarity exists when aver- 

‘ally age buyer is unable to distinguish defendant’s name or mark 

hich from his recollection of plaintiff's mark. Short of this, resem- 

cor- blanee constituting infringement is incapable of exact defini- 

lass. ao 

ords ‘ ‘ ‘ ° 

one . “The test is essentially one to be applied by the court. Substan- 

» Toe tial similarity and not identity is all that is necessary to constitute 

pro- an infringement. Proof of actual confusion is not required and when 
introduced is scrutinized carefully. Evidence of a negative character 

— such as testimony by the trade or by consumers that they are not 

deceived and that the respective marks do not cause confusion, is 

pe, | of doubtful value. A side by side comparison of the marks is af- 
forded little weight for the products bearing the marks are rarely 

‘ders displayed that way in the commercial community.” 

assa 

‘aa In the instant case, the proof in favor of plaintiffs’ position is over- 

a whelming notwithstanding defendants’ expert testimony, that the names 

: use 

ifair WELLINGTON FUND and WELLINGTON EQUITY FUND were not likely to be 

larv. 

), 53 





83. 174 F.Supp. 312, 318-319, 121 USPQ 492, 497-498 (49 TMR 941) (D.C. D. Del. 
1959). 
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confused in the trade.** The opinions of experts on the issue of likelihood 
of confusion is of questionable value.*° 

Subjecting these trade names to the traditional tests demonstrates 
conclusively the adoption of the name WELLINGTON EQUITY FUND violates 
Wellington Fund’s interest in its trade name. WELLINGTON is the dominant 
feature of the two trade names. Wellington Fund is widely advertised 
as “A Name To Remember When Investing”.*® It is not uncommon in 
the industry for shares to be purchased by telephone and as the evidence 
reveals dealers and investors when they buy by telephone sometimes 
simply ask for WELLINGTON shares.** Defendants’ expert Clark, Vice- 
President of Calvin Bullock, Ltd. testified in his opinion Wellington 
Equity Fund had a more successful underwriting by reason of its em- 
ploying the name WELLINGTON.*® Likewise, defendants’ expert Underhill, 
partner in the stock exchange firm of Arthur Wiesenberger & Company, 
publisher of the book “Investment Companies”’,*® acknowledged that the 
underwriting of Wellington Equity Fund was made more successful by 
virtue of the existence and success of Wellington Fund. 

[t is properly inferable from the record that defendants intentionally 
adopted the name WELLINGTON EQUITY FUND to capitalize on the ex- 
cellent reputation Wellington Fund enjoys with the investing publie. 
The Red Herring Prospectus heralding the creation of the new fund 
contained the unique Wellington Fund oval *° as did certain preliminary 
advertising.*! Plaintiffs apprised defendants of this situation, and as a 
consequence, Wellington Equity Fund no longer employs the oval.” 

Prior to the inauguration of Wellington Equity Fund, President 
Morgan circularized certain key members of his management and sales 
team seeking their comments and suggestions as to possible names for 
the new fund.®® The name WELLINGTON EQUITY FUND, INC. was included 
in the list sent by Morgan to these persons. The replies received by 
Morgan were candid expressions of supposedly knowledgeable persons in 
the mutual fund industry uninfluenced by any prospect of litigation. For 


84. N.T. 390, 420. 


85. “Whether two trademarks are confusingly similar is an issue of fact; it is, 
however, a question to be decided not by expert witnesses but by the court, and there 
fore it is a decision not based upon testimony but upon judicial opinion.” 3 Callmann, 


The Law of Unfair Competition and Trademarks, 2nd Ed. § 823(b), pp. 1570-71. 

“«“* * * Such witnesses are not experts; expert testimony on tl] 

of similarity is not competent.” Nims, Unfair Competition and Trademarks, Vol. 
p. 1022. 

86. D 
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the question 
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88. N.T. 366-367. 
89. N.T. 404. 


hy ee 


90. PX 19. 

91. PX 31. 

92. Letter dated September 4, 1958 affixed to Complaint as Exhibit A; N.T. 438. 
vs.. PAT 








= Vol. 51 TMR TAUSSIG v. WELLINGTON FUND, INC. 173 


100d this reason excerpts of the replies set forth below are entitled to con- 
sideration : ** 
— ‘* * * [Wile certainly do not wish to use any name that would 
ates take away from the balanced fund.” Letter from Lawrence Connell, 
lant of Boston, Mass. 
° * * * 
ised ; . 
“T don’t believe either Wellington Corp. or shares would suffi- 
: ciently distinguish the new fund from Wellington Fund.” Letter 
ence signed “Marty”. 
mes a , . 
. “* * * T suggest that in order to avoid any confusion in the 
_ investor’s mind serious consideration be given to a title which does 
zton | not use the Wellington name, Inter-Office Memorandum from Robert 
em- J. Ogilvie, dated June 20, 1958. 
hill, * . * 
any, “Might the use of Wellington Fund and the new Wellington 
the (name) be confusing to investors in a combination advertisement ?” 
Inter-Office Memorandum from John Birmingham. 
| by 
’ % * * 
“* * * T would go along with you on Wellington Shares, except 
ally that we very often have dealers call in an order for ‘Wellington 
ex- Shares’ and I am afraid there might be some contusion.” Danforth 
hate. Field Co., San Francisco. 
und ? ” ° 
lary “We already speak of the Wellington Corporation, Wellington 
i ‘ Shares, and Wellington Investors ; and if the new Fund were to 
be given any of these names it might be rather confusing, especially 
on the telephone, trying to determine whether the party had holdings 
lent in the Old or the New Fund. Therefore I believe any of the fol- 
ales lowing—Wellington Equities, Wellington International, or Welling- 
for ton General—can be used with the least confusion.” Joseph J. Gleason, 
iil Assistant Treasurer of Wellington Fund. 
by * % 7k 
s in “1. Would recommend that, if possible, name WELLINGTON be 
or left out in order to avoid confusion with the present balanced fund. 
“2. If, for sales purposes, Wellington should be included, I like 
Wellington Equity Fund best.” Note signed ETM. 
sth The Court is cognizant investment dealers are responsible for nearly 
lann, all sales of investment funds, and that the law requires a prospectus be 
Oe delivered to the potential purchaser at the point of sale.°* But as witness 
1. 2, Shallcross testified, many persons who buy stock in investment companies 


94. Ibid. “* * * Expert testimony in this area is generally of questionable value, 
though opinions of experienced advertising men trained in gauging public response to 
trademarks could well be relevant. * * *” Developments in the Law Trademarks and 
Unfair Competition, 68 Harv. L. Rev. $14, 862 (1955). (Emphasis supplied.) 

138, 95. Combination advertisements are in fact being placed in newspapers. DX 1. 

96. N.T. 6380. 
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do not read the prospectus.*%* Further at pages 614-615 of the notes of 
testimony Shallcross recognizes that a very considerable segment of the 
investing public are not informed investors and that many investors are 
prone to rely heavily upon the particular dealer or representative who 
deals with them. 

The Court is mindful the stated aims of Wellington Fund differ in 
some respect from the objectives of Wellington Equity Fund.** The two 
Funds do, however, directly compete at least to a limited extent, not- 
withstanding the testimony of defendants’ experts to the contrary. Com- 
mon stocks comprise approximately 70% of Wellington Fund’s investments. 
The same securities appear in the portfolios of the two Funds. 

President Morgan in his examination acknowledged that over the 
years Wellington Fund has engaged in keen competition with Massa- 
chusetts Investors Trust, a stock fund.®® The declared basie goal of 
Wellington Equity Fund is listed as one of three stated principal objec- 
tives of Wellington Fund.’*® Expert Shallcross on cross-examination stated 





97. N.T. 606. 
98. “All of the witnesses called by the Defendants testified that there were cer 
tain different basic needs or desires of investors which their investments mi 
for them. These basic needs and desires can be summarized as follows: 
1. Conservation of principal and income 
2. Development of income 
3. Long term growth of principal and income 
4. Speculation. 


“The objectives of Wellington Fund are ‘conservation of principal, reasonable in 
come return and profits without undue risks’ (Prospectus, P. Ex. 22). This is com 
monly called a balanced fund because it attempts to provide some of each of the first 
three basic needs or desires of investors referred to above. * * * 

“The objective of Wellington Equity Fund is long term growth of capital and 
income (Prospectus, P. Ex. 20). This Fund is concerned only with the third basic 
need or desire of investors referred to above, and is commonly called a growth fund. 

**” Def. Br. pp. 33-34. 

“But note following excerpt from page 24 of DX 4, Arthur Wiesenberger’s book 

entitled, ‘Investment Companies’ ; 
“Criteria 
of a Good Investment”’ 


“Any investor will be happier and more prosperous to the extent that his invest 
ments: 
“1) maintain over the long term the original capital value of his investment 
in terms of purchasing power of currency; 


“2) return a reasonable and continuous income; and 
“3) display long-term growth of capital value and income. 

“Common stocks have proved superior to other forms of investment precisely 
because they have delivered these three requirements to more people in greater mea- 
sure than any other method of investing capital. This statement is true whether applied 
to broad periods of deflation or inflation.” 

99. N.T. 556, “In practice, it is sometimes difficult to draw a precise line between 
Balanced Funds and Common Stock Funds. Many mutual funds are clearly one type 
or the other, but there are also companies that fit neither classification in all respects. 
* * * Wiesenberger’s Investment Companies, 1959 Ed. DX 4, p. 114. 

100. A ten year comparison (Jan. 1, 1949—Dec. 31, 1958) of the results of 
Wellington Fund with the results of a stock Fund herein referred to as “X Stock 
Fund,” with purportedly the same objectives as Wellington Equity Fund demonstrates 


that an equity or stock Fund is capable of fulfilling not only the declared basie goal 





MR 


of 
the 
are 
yho 


in 
wo 
iot- 
ym- 


the 
sa- 

of 
ec- 
ted 


rve 


in 
om 
first 


and 
asic 


ind. 


ook 


sely 
nea- 
lied 


een 
ype 


ets. 


of 
ock 
ates 
roal 


Vol. 51 TMR TAUSSIG v. WELLINGTON FUND, INC. 175 





that he would not recommend a balanced fund unless the prospective 
purchaser insisted. The pertinent questions and answers follow: *” 


(Shallcross) “* * * T have a reservation about any balanced 
fund, not only Wellington. I personally won’t own bonds or pre- 
ferred stocks, and I don’t like to recommend them to other people. 
If they want that sort of thing, if they are timid, if they feel that 
is their answer to being conservative and I can’t give them an edu- 
cation to what happens to money, then I am going to let them have 
the best balanced fund I can, and I think that is the case in which 
I recommend Wellington. 


“Q. Do you try to educate people away from balanced funds? 
“A. I certainly do. Any chance I have to get them away from 
a balanced fund into a stock fund, I do it.” 


It is clearly this expert’s opinion that an investor with objectives best 
suited for a balanced fund can have his investment desires fulfilled by 
a stock fund.?®? 

of a stock Fund—long term growth of capital and income—but is also capable of out 
performing a balanced fund with respect to the objectives that are supposedly pecu 
liarly within the balanced Fund’s domain—conversion of principal and income. 

The following tables, comprising data excerpted from the 1959 edition of the book 
entitled, “Investment Companies” (DX 4), summarize the results of a hypothetical 
purchase of $10,000 worth of shares in Wellington Fund and “X Stock Fund” for the 
period January 1, 1949—December 31, 1958, under two sets of circumstances. The first 
table traces the results of a hypothetical $10,000 investment for the two Funds predi 
cated upon the assumption that the investor elected to receive all dividends and capital 
gains distributions in cash. The second table shows the growth of the $10,000 invest 
ment for each Fund under the assumption that the investor chose to accept all dividends 
and capital gains distributions in stock of the particular Fund. 





TABLE 1 
RESULTS TAKING ALL DIVIDENDS AND DISTRIBUTIONS IN CASH 
Wellington* X Stock 


Fund Fund** 
Initial investment at offering price, Jan. 1, 1949 ........000..0200.2..... $10,000 $10,000 
TERE WUE EPOR.. Bhp. BIO. cnciiencccsesceseiccassicnnss CEE EENR TE Ste Nene ee See RRO 15,613 32.292 
Distributions from Securities Profits -..............002..... ce. eeeeeeee ee a 3,459 5,714 
Dividends from Investment Income .........................ceceseeeeeceeeees ; 4,713 4.718 


* DX 4 at p. 228. 
“7 Ps. € at p. 397. 


TABLE 2 
RESULTS TAKING ALL DIVIDENDS AND DISTRIBUTIONS IN STOCK 


Wellington* X Stock 
Fund Fund*** 
Initial investment at offering price, Jan. 1, 1949 .......0002..... $10,000 $10,000 
Total dividends from income reinvested ....................---:esseeee+++ 6,495 6,350 
Ie CME, TID casein nein sac cessnstncsceccescinesscctens ak ee 16,495 16,350 
RE Is NE Rg I  srescieca akc bacon cenisiennscheisesereimatacubieveianss . 29,698** 55,637**** 
7 


DX 4 at p. 228. 
** Includes total value of $6,015 capital gains distributions accepted in addi 
tional shares. 
*** DX 4 at p. 197. 
**** Includes total value of $7,495 capital gains distributions accepted in addi- 
tional shares. 
101. N.T. 612. 
102. See note 100, supra, as substantiation of the Shallcross observation. 
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Even if these two Funds did not compete in any manner, Wellington 
Fund would still be entitled to have its name protected. In Standard 
Brands yv. Smidler,’? the prior user of the trademark v-8 affixed to a 
vegetable juice was held deserving of protection against the use of the 
same symbol on dry vitamin tablets; for “if protection were denied, the 
owner would later be unable to use his old mark in the second user’s 
product field.” ?°* Judge Chase writing for the majority stated: *°° 


“The protection which the law gives the owner of a trademark 
is not confined to the goods upon which it is, or has been, used by 
the owner of it but extends to products which would be reasonably 
thought by the buying public te come from the same source if sold 
under the same mark. (Citing cases.) His mark is the brand by 
which his goods ean be identified, and when it is used by another the 
reputation of his mark, and consequently his own business reputa- 
tion, are placed to that extent beyond his control. Unless the use 
by that other is upon goods so unlike his own or in territory so far 
from that which he has exploited that it will not create confusion, 
it will be enjoined. * * * 

“The court below found on adequate evidence that the defendant’s 
use of v-8 was ‘likely to confuse purchasers or mislead them into the 
belief that defendant’s product is in fact manufactured by plaintiff.’ 
Products so closely related in use would naturally be thought to have 
the same source when they bear the same mark. They are as closely 
connected as the fountain pens and razor blades of the L. E. Waterman 
Co. case, supra, or the flashlights and locks of the Yale Electric 
Corporation ease supra, if not more so. * * * 

“What has been said respecting infringement applies as well to 
the cause of action for unfair competition, which is but a somewhat 
broader phase of the same wrong. The gist of this action is the 
likelihood that the goods of the detendant will be passed off as those 
of the plaintiff. * * * 

“The court below did not find specifically that the trademark 
in suit was commonly known to be the plaintiff's mark, but its owner- 
ship of it was proved and so was the likelihood that its use by the 
defendant would cause his goods to be purchased in the belief that 
their source was the same as that of the plaintiff’s vegetable juice 
cocktail. That made its use by the defendant unfair and unlawful 
competition with the plaintiff. It was enough that an appreciable 
number of prospective purchasers were likely to be thus misled. * * * 
And it is wmmaterial that vegetable juices and vitamin tablets do 
not directly compete with each other. * * *” (Emphasis supplied. 


Wellington Fund is a balanced Fund which means its portfolio con- 
sists of common stocks together with preferred stocks and bonds, and is 
consequently conservative in outlook.1°* Expert Shalleross in his testi- 
mony painted a dismal future for balanced funds in view of their in- 


103. 151 F.2d 34, 66 USPQ 337 (35 TMR 277) (2 Cir. 1945). 

104. Developments in the Law Trademarks and Unfair Competition, 68 Harv. L. 
Rey. 814, 896, fn. 587 (1955). 

105. 151 F.2d 34, 37, 66 USPQ 337, 340 (35 TMR 277, 280) (2 Cir. 1945). 

106. N.T. 239-240. 
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sistence to retain bonds and preferred stocks in their portfolios. He 


testified, “today the common stock type of Fund I think is the thing.” *” 


And more important he observed, “there has not been, so far as I know, 
a new balanced fund set up for at least five years.” *°* Shallcross con- 


9 


eluded from the aforementioned observations: 2” 


“T think the conclusion is this: That Wellington, having a bal- 
anced fund, could conceivably, within the next few years, if not 
earlier, run into a diminishing demand for its shares, which might 
at a point get to a situation where periodically they would lose shares 
on balance—I mean by that, where the redemptions which the share- 
holders would make could exceed the sales. And at that point we 
would be going in the wrong direction. And the minute that hap- 
pens in a Fund, I can tell you from experience the dealers around 
the country are watching like hawks to see that happen, and when 
it does they begin to desert the ship. There will be liquidations piled 
up; the loss of shares can begin to accelerate; and finally, in the case 
of Wellington, you could reach a point where they could get down 
to a level in their dollars outstanding where the management fee 
would go back to the previous figure. I could see where there could 
be a very serious situation arise in the next several years.” 


Shallcross stated the situation he depicted might be alleviated by 


having the managers of Wellington Fund promote a stock fund: ”™ 


“On the other hand, if the managers of Wellington are able to 
capitalize on the new situation that exists today, by having a stock 
fund in existence, and by promoting the sale of that, they can pre- 
serve their economic strength. And to me that is the most important 
thing to any mutual fund shareholder. If you don’t have a sound 
and well financed sponsor company, making money on its efforts and 
able to afford to hire a battery of analysts of the caliber that are 
required, then [I think the mutual fund holder is losing out if he 
doesn’t make sure that he gets that and continues to have it.” 


The Shallcross solution simply does not come to grips with the prob- 
lem. It would be unfair to Wellington Equity Fund to siphon off its 
management fees to meet expenses of Wellington Fund not covered by 
its management charge, in the event the situation portrayed by Shallcross 
develops. Especially, would the inequity be compounded where as in the 
instant case, separate corporate entities manage the respective funds. But 
even of greater significance, if the crisis as noted by the witness occurs, 
the existence of the Equity Fund would, in fact, worsen the plight of 
Wellington Fund. If the times compel modification in investment ob- 
jectives then Wellington Fund would be forsaking its shareholders if it 
chose not to accede to the changing times. The appropriate solution must 
be, of necessity, alteration of the portfolio complexion. If the cireum- 





107. N.T. 597. 
108. N.T. 597-598. 
109. N.T. 598. 
110. N.T. 598-599. 
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stances warranted, with the requisite approval of the shareholders,’ it 
perhaps would be appropriate for Wellington Fund to become exclusively 
a stock fund. This transformation could not be effectively accomplished 
so long as there existed a stock fund bearing the dominant feature of the 
trade name, WELLINGTON. The doctrine enunciated in Standard Brands 
v. Smidler,’? is thus particularly appropriate, for if Wellington Fund 
were today denied injunctive relief it would be precluded from later using 
its trade name in the second user’s field. The answer is not as might be 
suggested at first blush for the potentially harmed investor to liquidate 
his Wellington Fund holdings and invest those monies in Wellington 
Equity Fund. Liquidation would invoke possible tax inequities in addition 
to the load charge exacted by the distributor of Wellington Equity Fund 
shares. The investor might be one who has contracted under a long range 
prepaid charge accumulation investment program,'™* in which case, the 
sales charge for the entire program is paid in the first years of the plan.™** 
The investor, particularly the investor of modest sums, could not without 
great economic sacrifice withdraw from the one Fund and buy in the 
second.''® The shareholders of Wellington Fund have the right to insist 
that their directors engage investment advisory services which will keep 
Wellington Fund’s portfolio attuned to the times and that the directors 
do not divert from Wellington Fund the valuable corporate opportunity 
of employing the WELLINGTON trade name in exclusively common stock 
activity. Anything less, would be a serious breach of the fiduciary re- 
sponsibility owed by the directors to the Fund’s shareholders. 





111. 15 U.S.C. § 80a-13; 15 U.S.C. § 80a-8(b) (2). 

112. Note 103, supra. 

113. Wellington Fund offers two types of accumulation programs, namely, level 
charge and prepaid charge. Wiesenberger, Investment Companies, 1959 Ed. pp. 227, 
245, 246. 

114. “* * * The Prepaid Charge Plan, so-called because the principal deductions 
for issuance and sales expenses are made in the first year or two, is also known as the 
Contractual, Penalty, or ‘front-end-load’ plan. This method of deducting sales costs 
mainly during the first year or two is the same as that generally followed in the sale 
of life insurance.” Id. at p. 119. 

115. “Assuming that a Prepaid Charge plan is carried through to completion, the 
total costs involved may be somewhat more, about the same as, or even lower than 
on a Level Charge plan. Fees on Prepaid Charge plans are generally scaled downward 
as the monthly payment increases. The investor with $250, or more a month to invest 
may find the total fees lower on a Prepaid than on a Level Charge plan. For monthly 
payments under $100, the fees on a Prepaid plan in most cases are appreciably higher.” 
Id. at p. 121. (Emphasis supplied.) 

“The main attraction for these sales crews is the contractual plan for accumu- 
lating mutual-fund shares. Under these plans the customer signs up to buy shares of a 
mutual fund in regular monthly or quarterly payments over a period of ten or more 
years. The bait for the salesmen is that the SEC allows half the first year’s payments 
to be deducted as a sales Commission (the so-called ‘front-end-load’), and enough 
from the following years for a 9 per cent maximum commission. For example, from 
selling a contractual plan that calls for payments of $1,000 in the first year, the sales 
organization can keep $500 toward the commission; however, if the accumulation plan 
is voluntary the salesman gets only $90 the first year. The penalty on an investor who 
drops a contractual plan in its early years is very heavy, and the incentive to the 
salesman to sign him up on a contract is very high.” Bookman, “How Good Are 
Mutual Funds,” Fortune Magazine, June 1960, p. 190. 
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Defendants’ case is not advanced by their position that no confusion 
as to source can arise because “the source of origin of the two Funds is 
identical.” 7** Contrary to defendants’ contentions the source or origin 
of the name WELLINGTON is not the investment adviser nor is it the dis- 
tributing company but can only be Wellington Fund. The shares of 
Wellington Fund are not boxes of KLEENEX and should not be considered 
as the product of the distributor or the adviser. Wellington Fund is a 
corporation and its shares represent the corporation’s capitalization. When 
one invests money into the Fund he has the expectation the directors 
will see that his money is wisely invested. The Board of Directors as is 
the practice in some investment companies, may choose to have the 
advisory'*’ and sales functions''® carried on by the Fund itself. On the 
other hand, the Board of Directors may adopt the prevalent practice in 
the industry and contract to competent knowledgeable persons the dis- 
tribution and investment advisory roles, retaining, however, “watchdog 
responsibility” over the conduct of these functions."?® In either instance, 
control is lodged in the Fund’s directors who are ultimately responsible 
to the shareholders. If defendants’ suggestion be adopted, namely, the 
shares of stock in an investment company represent nothing more than 
the commercial product of the investment adviser or distributor, the cor- 
porate concept would receive a serious setback. The law is not ready 
to assimilate the sophisticated nuances advanced by defendants. Nor 
should the investing public have its rights determined by concepts so 
foreign to establish principles. 

The Court is aware of the public and private interests afforded 
protection by the law of unfair competition. In Old Charter Distillery 
Co. v. Continental Distilling Corp. this Court, after observing the dimen- 
sions of the legitimate public interests served remarked,?*° “it is the in- 





116. Def. Br. p. 44. 
117. N.T. 374. The following Mutual Funds provide their own investment advisory 


services: 


Blue Ridge Mutual Fund Ine, .................... ...  Wiesenberger, Investment 
Companies, 1959 Ed. p. 
144 

Broad Street Investing Corporation ......................... Id. at p. 146 

CORUIEY TOI TENG | sc ckcsescnciseteccisvensnenvesiasesecnmnancnets Id, at p. 148 

Corporate Leaders Trust Fund Certificates, Series 

MU sc cicsenadiasecawencs printable oateniaes nicepebianiinieto an dnccalaaianenateamcieiash ih . ra at p. 156 

Investment “Trasl OF TROMGOR aan ones anon cscs ccccemennne Id. at p. 184 

Ette TRSUTRNCG ENVOSLOTR, TMC, i casicciceeecciccscsecsecenss Id. at p. 194 

Massachusetts Investors Growth Stock Fund, Inc. Id. at p. 197 

Massachusetts Investors Trust. .................-scsccssssesses Id. at p. 198 

National Investors Corporation ....................--.-c..sse0 Id. at p. 203 

of gS ee eee © GD 


118. Note 72, supra. 

119. N.T. 374. 

120. 174 F.Supp. 312, 326, 121 USPQ 492, 503 (49 TMR 941) (D.C. D. Del. 1959). 

“Although the test for determining consumer deception is couched in terms of 
likelihood of public confusion, the public interest is not the primary rationale behind 
trademark protection.” Ibid. 
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terests of private litigants founded upon basic economic and social concepts, 
that are accorded the principal protection. Mr. Justice Frankfurter has 
stated the owner of a mark is entitled to protection against one poaching 
upon the ‘commercial magnetism of the symbol he has created.’ ” 


III 


Defendants assert, “The creation and continued existence of Welling- 
ton Equity Fund have not, and will not, damage Wellington Fund, but 
have been, and will be, of advantage to Wellington Fund.” ?” 

Contrary to the arguments of defendants, Wellington Equity Fund 
reaps more benefit at the present time from the existence of Wellington 
Fund than does Wellington Fund from the existence of Wellington Equity 
Fund. The principal reason Wellington Equity Fund had a successful 
initial underwriting was because of the tremendous reputation Welling- 
ton Fund enjoys among the investing public.’?? Wellington Equity Fund 
has inherited a vast efficient distribution network, developed over many 
years, made possible only by virtue of the existence of Wellington Fund. 
The investment advisory staff which was exclusively supported and nur- 
tured by the management fees exacted from Wellington Fund now deploys 
its talents in managing Wellington Equity Fund’s portfolio. 

Since there exists at least limited competition between the Funds, 
some of the investing monies that have gone into the treasury of Welling- 
ton Equity Fund would have been available for purchase of Wellington 
Fund shares. The management fee payable by Wellington Fund to Welling- 
ton Management Company is scaled downward. The fee is computed as 
follows: At annual rate of % of 1% on the first $70 million of average 
net assets, 34 of 1% on the next $50 million and ™% of 1% on average 
net assets over $120 million.?** Wellington Fund, because of its size, pays 
the minimum net asset charge, hence each additional investor’s dollar 
reduces the distributable management costs. Any saving effectuated by 
reducing the composite management fee would not be, however, appreciable 
when allocated on a per share basis. 

The real harm to Wellington Fund is that the creation of a stock 
fund bearing the name WELLINGTON for all practical purposes excludes 
any chance of Wellington Fund entering into the field. Defendants ree- 
ognize that a prior user has a legitimate interest to exclude the use of 
any symbol the prior user has created into fields the owner of the symbol 
might reasonably be expected to explore: 


“The field of activity in which trade name protection will be 
afforded is dependent upon likelihood of confusion. Where goods or 
services are competitive, they are obviously in the same field of 
activity. The owner of a trademark or trade name is also entitled 





121. Def. Br. p. 45. 
122. Notes 88, 89, supra, and accompanying text. 
123. Wiesenberger, Investment Companies, 1959 Ed: p. 228. 
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to protection with respect to non-competing goods or services to the 
extent that they are in fields into which the owner might reasonably 
be expected to expand. In such situations use of a similar trademark 
or trade name by a second user in these related fields is likely to 
lead the public to believe that the goods or services come from the 
original owner of the mark or name.” ?*4 


Not only is there injury to Wellington Fund by reason of Wellington 
Equity Fund preempting a large segment of the investment company field 
but, in addition, there is a built-in conflict of interest that is created. 
The conflict is three-fold. To begin with, since the Boards of Directors 
of the two Funds are interlocking,’*® the directors, when acting on behalf 
of Wellington Equity Fund would naturally tend to resist any suggestion 
of altering Wellington Fund’s portfolio that would in effect make Welling- 
ton Fund a common stock fund, and thus a competitor of their other 
master, Wellington Equity Fund. Hence, if the events as predicted by 
expert Shallcross were to come to pass, the board members would be 
placed in a dilemma. A decision to enter into the common stock field 
would create competition with Wellington Equity Fund. <A determina- 
tion not to enter would mean that the assets of Wellington Fund would 
waste away. It is simply not fair to the shareholders of the two Funds, 
or, for that matter, to the directors to have their corporations exposed to 
such conflict. 

The investment advisory group by virtue of managing two Funds 
bearing substantially similar names is constrained to maintain distinctions 
in the portfolio posture of the respective Funds in order that the two 
Funds may be distinguishable in the eyes of the investing public. The 
inflexibility engendered by this limitation is incompatible with the share- 
holders’ best interests. The distinguishing characteristics of the security 
under consideration for purchase should play no part in investment 
selection. 

Similarly, the underwriter in offering the shares of two Funds, having 
substantially similar names, must be careful the objectives of the two 
Funds are significantly differentiated in the advertising and program- 
ming literature. The restrictions thus placed upon the activity of Welling- 
ton Fund is unwarranted. 

Defendants appreciate the balanced Fund is presently engaged in a 
fight for its very existence.’*® It is all the more reason Wellington Fund 
deserves to have its name and the public image it has created insulated 


from expropriation. The directors, advisory group and underwriter are 


in no position to meet the challenge so long as Wellington Fund, by 








124. Reply Brief of Defendants Sur Request For Findings Of Fact And Conelu- 
sions Of Law (hereafter referred to as Def. Rep. Br.), p. 10. 

125. All eleven members comprising the Board of Directors of Wellington Equity 
Fund are members of Wellington Fund’s thirteen member Board. PX 20, 29. 

126. Def. Br. pp. 48, 49, 50-51. 
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virtue of the existence of Wellington Equity Fund, is precluded from 
achieving its maximum investment and distribution potential. 

Defendants’ allowance of a larger concession to dealers for sales of 
Wellington Equity Fund than allowed for sales of Wellington Fund 
shares during the initial offering of Wellington Equity Fund is addi- 
tional conduct evidencing unfair competition,’** but since the practice 
has been discontinued, is of little consequence. 


IV 


The minutes of the meeting of the Board of Directors of Wellington 
Fund for September 25, 1958 contains the following resolution: *** 


“Resolved, That the Board continues to be of the opinion that 
the use of the name WELLINGTON EQUITY FUND, INC. by that Corpora- 
tion in connection with its common stock fund is in the best interests 
of Wellington Fund Ine., 


“Further Resolved, That the prior action of the Board and of 
the officers in approving the use of the name WELLINGTON EQUITY FUND, 
INC. by that Corporation as a common stock fund is hereby formally 
reaffirmed, ratified and approved ; 


“Further Resolved, That the proper officers of this Corporation 
be, and they hereby are, authorized to execute and deliver in the 
name of this Corporation, to Wellington Equity Fund, Inc., any 
instruments of license, consent or approval which may be necessary 
or advisable, in their sole discretion, to evidence the approval of 
this Corporation, whether or not such approval may be required, 
of the use by Wellington Equity Fund, Inc., of that name.” 


Defendants urge this approval was granted by the directors in the 
exercise of sound business judgment: **° 


“Plaintiffs offered no evidence tending to refute the conclusion 
of the directors that the use of the name would be of advantage to 
Wellington Fund. Defendants’ evidence, previously reviewed, abun- 
dantly establishes that there are very substantial advantages to 
Wellington Fund flowing from the existence of Wellington Equity 
Fund and its use of the name WELLINGTON and that the Wellington 
Fund directors exercised sound judgment from the standpoint of 
Wellington Fund in granting their approval.” 


At best, the corporate resolution granting Wellington Equity Fund 
the right to use the name WELLINGTON can be deemed nothing more than 
the gift of a valuable corporate asset. In evaluating this action of Welling- 
ton Fund’s Board of Directors Delaware law applies.**° Delaware adheres 
to the well settled common law principles of corporate law that “directors 








127. Answer, Par. 13. 

128. Joint Ex. 1, Document 11c. 

129. Def. Br. pp. 72-73. 

130. Perlman v. Feldmann, 219 F.2d 173, 175 (2 Cir. 1955). 
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have no power to give away corporate property’,'*? and that a gift of 


corporate assets requires unanimous stockholder approval. In Frankel v. 
Donovan, Vice Chancellor Marvell determined the applicable Delaware 
law in this respect to be: “Gifts of corporate assets except as authorized 
by § 122(9) of Title 8, Del. C. require unanimous stockholder approval. 
The cited section of the Delaware Corporation law permits corporations 
to ‘Make donations for the public welfare or for charitable, scientific or 
educational purposes.’ ” 3°? 

Defendants allege Wellington Fund was compelled by the cirecum- 
stances to give its consent to Wellington Equity Fund for the use of 
its name: *** 

“The shares of Wellington Fund are sold to the public by in- 
vestment dealers who are the veins and arteries through which 
the life blood of the Fund flows. These very dealers whose goodwill 
and satisfaction is vital to the continued growth of Wellington Fund 
were insisting for at least two years that the Wellington Company 
make a common stock fund available for sale through them. Failure 
to comply with this demand might well have resulted in dealer 
dissatisfaction with Wellington Fund (Welch, p. 450) and it would 
have been foolhardy for the Wellington Fund directors not to have 
given the full assent and approval of Wellington Fund to whatever 
extent was necessary.” 


There is not one shred of evidence in this record that the dealers’ 
insistence on a common stock fund also included a plea that the pro- 
posed Fund bear the WELLINGTON name. It is one thing to state that 
the times required entering new fields of investment but the naming of 
the new endeavor is an entirely different proposition. The record does 
not support defendants’ implication that the creation of a new fund 
must necessarily carry the WELLINGTON name. 

There is no question, very real advantages accrued to certain cor- 
porations and individuals by virtue of affixing the name WELLINGTON to 
the new stock Fund. Unfortunately, Wellington Fund was not the re- 
eipient of any discernible benefit. 

The stockholders of Wellington Fund were never afforded the op- 
portunity to pass upon the directors’ action approving the use of the 
WELLINGTON name by a separate and distinct corporate entity. That the 
directors of the two Funds are the same with but two exceptions’ is an 
additional reason for determining that the approval was, at the least, 
suspect. 

This Court has already concluded, the use of the name WELLINGTON 
by Wellington Equity Fund is detrimental to Wellington Fund. The 
directors purported conveyance of the right to use the name WELLINGTON 








131. Fletcher, Cyclopedia Corporations, Vol. 2, § 520, p. 580. 
132. 120 A.2d 311, 312, fn. 2, Ct. of Chancery, Del. 1956. 
133. Def. Br. p. 73. 

134. Note 125, supra. 
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was without adequate consideration and must accordingly be deemed null 
and void. 
V 
As a separate and perhaps inconsistent defense with the others pre- 
viously considered, defendants submit:?°° Wellington Fund is not the 


owner of trade name rights in the name WELLINGTON, A, because it was 
not the first to use the name in this field; B, because it acquired the 


name only by the consent and license from the predecessor to the Welling- 


ton Company; and, C, because it has not had the exclusive use of the 


name in this field. 
A 


Defendants initially contend Wellington Fund was not the first user, 
and thus not entitled to enjoin one attempting to purloin the public 
image Wellington Funds has created. Wellington Equity Fund adopted 
the name WELLINGTON because of the tremendous success and reputation 
Wellington Fund has enjoyed with the investing public since 1928. 
WELLINGTON FUND is a strong mark and has acquired a secondary meaning. 
It has been widely alluded to as “A Name To Remember When In- 
vesting’’.*°* In no way, can the public image created, be traced to the 
closely held advisory and management companies lurking in the _ back- 
ground that also employ the WELLINGTON name. Wellington Fund is 
registered under the Investment Company Act of 1940.1** No registration 
under the Investment Company Act has been filed by, or on behalf of, any 
entity bearing the name WELLINGTON other than Wellington Fund, Inc.; 
Wellington Equity Fund, Ine.; and Wellington Foundation.'** Wellington 
Foundation incorporated May 21, 1935 was consolidated with First In- 
vestors Corporation on January 11, 1951.7°° Its function while operating 
was to sell the shares of Wellington Fund on a subscription basis known 
as the contractual plan.*° 

The record supports a single conclusion, namely, Wellington Fund 
is the legal owner of its name. But even if Wellington were denied pro- 
prietary interest in its name “equity will grant relief though the wronged 
plaintiff does not have an exclusive property right in that name. ill 
[Where the trade name of another concern is adopted apparently to 
take advantage of that concern’s good will.” ‘'*! In the instant case, it 
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Stipulated Fact No. 19. 
Joint Ex. 1, Item 1. 
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. Perfectform Corp. v. Perfect Brassiere Co., 256 F.2d 736, 741-742, 117 USPQ 
(48 TMR 1456) (3 Cir. 1958). 
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is clear Wellington Equity Fund intended to poach “upon the com- 


mercial magnetism of the symbol.” !* 
B 


Defendants contend Wellington Fund acquired its name ‘only by the 
consent and license from the predecessor to the Wellington Company.” *** 
Defendants concede no license or consent appears in writing. Nor is it 
discernible from the record when this so-called license became operative. 
The presumption is, a corporation owns its name,'** and the party asserting 


the contrary risks the burden of nonpersuasion. Not only have defen- 


dants not sustained their burden of proving an oral license but the evi- 
dence is to the contrary. Wellington Fund, incorporated in 1928, has 
been using the name WELLINGTON in the investment company field since 
1935.1*° At no time prior to the instant action has there been any such 
assertion that Wellington Fund merely has a nonexclusive license in the 
use of its name. The purported licensor did not speak up in September, 
1958 **° and relate to the board of directors of Wellington Fund that 
there was no need for Wellington Fund to consent to the use of the 
name WELLINGTON by Wellington Equity Fund since Wellington Fund 
merely held a nonexclusive license to the name. The purported licensor 
knows full well how to go through the motions of creating a license. 
This is demonstrated by the following provision appearing in Wellington 
Equity Fund’s Certificate of Incorporation: 1%” 


“The corporation {Wellington Equity Fund] acknowledges that 
it has obtained its corporate name by consent of The Wellington 
Company and agrees that if at any time the said The Wellington 
Company and/or an affiliate or a successor to the interests thereof 
(whether such succession be by merger, consolidation, purchase of 
assets, or otherwise) ceases to be the investment advisor of the Cor- 
poration (Wellington Equity Fund) and national distributor of its 
shares, it shall at the written request of said The Wellington Com- 
pany and/or such affiliate or successor change its name so that no 
reference therein shall be contained to WELLINGTON, MORGAN, CLAY- 
MONT, Or LOCUST STREET.” 


Defendants now suggest the Court imply a charter provision that 
will have the effect of depriving 262,000 shareholders of a valuable cor- 
porate asset. It would be uneonscionable for any court, especially one 
required to apply the traditional principles of equity to deprive Welling- 
ton Fund shareholders of the name of their company on the meager 


142. Mishawaka Mfg. Co. v. Kresge Co., 316 U.S. 203, 205, 53 USPQ 3: 
(32 TMR 254) (1942). 

143. Def. Br. p. 1-a. 

144. Nims, Unfair Competition and Trademarks, Vol. 1, p. 138 (1947). 

145. Joint Ex. 1, Item 1. 

146. Note 131, supra. 

147. Stipulated Fact No. 7. 
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showing made by defendants. To the contrary, the Court is impelled to 
remove any cloud that might exist as to the ownership of this renowned 
name in the investment company industry. Accordingly, the Court con- 
cludes that Wellington Fund has the exclusive right to use its corporate 
name as owner, and not as a nonexclusive licensee. 


C 


Defendants on this point finally suggest Wellington Fund has “not 
had the exclusive use of the name in this field.” '** 

Until entry into the field by Wellington Equity Fund in 1958, 
Wellington Fund has had the exclusive continuous use of the WELLINGTON 
name in the investment company arena since 1935.1*%° Defendants’ use 
of the name has been primarily in conjunction with investment advisory 
and underwriting services.'°*° The public’s contact with the name WELLING- 
TON has almost exclusively been with Wellington Fund. In fact, this 
Court was surprised when two of defendants’ expert witnesses, particularly 
knowledgeable in the investment company field, could not name Welling- 
ton Fund’s investment adviser.*! No greater knowledge can be imputed 
to the investing public. Further evidence WELLINGTON FUND is the trade 
name that has achieved public acceptance and that the noninvestment 
companies bearing the WELLINGTON name are little known to the investing 
public is borne out by the many corporate changes in name and in 
function that the noninvestment companies have undergone.’*? 

Investment companies and investment advisers are not controlled 
under the same statutory scheme. Investment companies come within the 
jurisdiction of the Investment Company Act of 1940,'°* whereas invest- 
ment advisers are controlled by the Investment Advisers Act of 1940.154 
Thus, Congress has recognized that the two fields are separate and dis- 
tinct even to the extent of requiring specially tailored statutory enactments. 

The Court is in complete accord with defendants’ statement of prin- 
ciple that the “owner of a trademark or trade name is also entitled to 
protection with respect to noncompeting goods or services to the extent 
that they are in fields into which the owner might reasonably be expected 
to expand.” **> Defendants at this late date, simply have no standing 
to invoke the doctrine. Wellington Fund has occupied the investment 
company field since 1935 with the complete knowledge of Wellington 
Company and its successors. It would be a perversion of the doctrine 
to now allow Wellington Company to enter the investment company field 
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149. Joint Ex. 1, Item 1. 

150. Note 153, supra. 
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with the name WELLINGTON after the field has been exclusively occupied 
for some 23 years by Wellington Fund. It would permit Wellington 
Company to reap a windfall which it does not deserve. For defendants 
to suggest that the Court so find is an admission on defendants’ part 
that the interests of Wellington Fund are secondary, and those of the 
closely held management and distributing companies paramount, not- 
withstanding, that the principals in control of these closely held com- 
panies occupy positions requiring the exercise of the highest degree of 
fidelity to Wellington Fund.**® 

The sole conclusion to be gleaned from the record is that Wellington 
Fund has had exclusive use of the name in the realm of investment 
companies. 

Defendants at various stages of the proceedings have advanced two 
other theories, requiring in their estimation, the entry of a verdict for 
defendants, namely, the related company concept'*’? and some form of 
an estoppel. The Court is unable to discern which companies under 
defendants’ reasoning are related. If defendants contend that only 
Wellington Company and Wellington Equity Fund are related, then this 
doctrine, having its roots in the law of licensing, would be nothing more 
than the rankest type of bootstrapping. Likewise, defendants’ position is 
not strengthened if the two Funds together with the distributing and 
advisory companies be deemed for defendants’ purposes related companies. 
The doctrine is not designed to lessen or diminish the rights of any member 
of the corporate complex inter se, but is for the purpose of insulating 
products bearing similar or identical trade names or trademarks of closely 
associated companies from attacks by strangers.'** It would be a frustra- 
tion of the concept to hold that a corporation may invoke the principle 


to limit the rights of a purported sister corporation. The doctrine simply 
has no application to the facts at hand. 

With respect to invocation of an estoppel, the Court concludes de- 
fendants have failed to sustain their burden. 

Plaintiffs, in addition to seeking a determination that Wellington 
Fund has exclusive rights to the name WELLINGTON in the investment 
company field, request the Court declare Wellington Fund entitled to 


the exclusive services of its investment adviser. As previously stated, a 
conflict of interest necessarily arises where a single investment adviser 





Perlman v. Feldmann, 219 F.2d 173, 175 (2 Cir. 1955). 
. Keebler Weyl Baking Co. v. J. 8S. Ivins’ Son, Inc., 7 F.Supp. 211, 214, 23 
USPQ 21, 23-24 (24 TMR 161) (D.C. E.D. Pa. 1934); 15 U.S.C. § 1055. 

158. Browne-Vintners Co. v. National D. g& C. Corp., 151 F.Supp. 595 (48 TMR 
28) (D.C. 8.D. N.Y. 1957). 

“T can see no imposition upon the public no abandonment, and no other element 
which impairs a trademark right when the corporation which owns it, which in turn 
is owned by a general control, permits other corporations under the same general 
control to use the mark upon an identical product which they produce in accordance 
with the owner’s directions and instructions.” Keebler Weyl Baking Co. v. J. S. Ivins’ 
Son, Inc., 7 F.Supp. 211, 214, 23 USPQ 21, 24 (24 TMR 161) (D.C. E.D. Pa. 1934). 
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manages the portfolios of two investment companies bearing the same, 
or substantially similar names. Plaintiffs contend a potential conflict 1s 
created when one investment adviser manages more than one investment 
company. In support of the allegation plaintiffs cite certain instances 
where it would be impossible for the adviser to act without harming one 
or the other companies under its management. For instance, plaintiff 
poses a situation of two investment companies each owning a large block 
of a rapidly declining security where the market can only absorb a certain 
percentage of the total number of shares at a favorable price. Defendants 
have devised a formula for dealing with the purchase of portfolio se- 
curities of the two Funds: 


“B. In the ideal situation, where both Funds are in the market 
for a given quantity of stock at the same time, the executions, day by 
day, should be allocated in the ratio of the total initial orders; e.g. 
if Wellington Fund wants 9,000 shares in total and Equity Fund 
1,000 shares in total, then each day’s executions should be prorated 
nine to one, such proration to cover both shares purchased and the 
price of shares purchased.” 1*° 


It is presumed the same formula would be applied to sales of securities. 
Plaintiffs urge in the event it is determined to liquidate a particular 
portfolio security, Wellington Fund should be entitled to have disposed 
as many of its shares as the market will absorb and not have to depend 
upon the vagaries of an arbitrary formula. 

Plaintiffs are correct in their assessment of the degree of fidelity 
and loyalty owed by the investment adviser to Wellington Fund. Their 
demands, however, at this time are premature. 


Defendants by undertaking to manage two separate corporate Funds 


have exposed themselves to conflicting obligations and pressures. If any 
duty owing either Fund is breached, a suitable remedy will be available 
to the innocent and injured persons. The conflict as outlined by plaintiffs, 
if one should occur will have to be judged in the setting in which it arises. 
The Court is not prepared at this time to declare it is a per se conflict 
of interest for one adviser to manage two Funds bearing dissimilar names. 
At this stage a caveat is all that the Court can provide. 

Plaintiffs’ contention the investment advisory contract should be con- 
strued as providing for exclusivity of services simply has no foundation 
in the record. Accordingly, plaintiffs will be denied relief on this ground.) 


159. PX 13. 

160. A questionable industry practice came to the Court’s attention during the 
cross-examination of a defendants’ investment broker witness. Apparently it is an 
industry wide practice for investment advisers managing more than one Fund to place 
orders with a broker for the purchase and sale of securities of one Fund to pay off 
for services rendered by the broker to other Funds under the investment adviser’s 
management. (N.T. 608, 630-632.) The investment adviser of Wellington Fund in- 
dulges in the above conduct. (N.T. 608, 630-632.) The propriety of this practice is 
open to question. However, the matter in its present posture, lacking in specificity, and 








Vol. 51 TMR TAUSSIG v. WELLINGTON FUND, INC. 


FEDERAL CAUSES OF ACTION 


The identical acts giving rise to the common law causes of action are 
asserted as violative of the Securities Act of 1933,'°! the Securities Ex- 
change Act of 1934;'* the Investment Company Act of 19407® and the 
Federal Trade Commission Act.’*' The federal claims, stating causes of 
action under the laws of the United States are well founded, and were 
not asserted merely to create jurisdiction that would not otherwise obtain." 

Violation of a federal statute may accord a private litigant a remedy 
by implication notwithstanding the absence of specific statutory authority 
conferring upon the injured the right to redress statutory wrongs, for the 
common law will supply a remedy where the statute is silent.’°° The in- 
tention to create civil liability is presumed unless a contrary legislative 
intent is to be inferred from the whole purview of the Act.'®’ Section 286 


of the Restatement of the Law of Torts, Vol. 2, p. 752 provides: 


“The violation of a legislative enactment by doing a prohibited 
act, or by failing to do a required act, makes the actor liable for an 
invasion of an interest of another if: 


“(a) the intent of the enactment is exclusively or in part 
to protect an interest of the other as an individual; and 


“(b) the interest invaded is one which the enactment is in- 
tended to protect ; and 


transcending the contested issues, is outside the realm < 
peculiarly within the investigative purview of the appropria 
Cf. following comments of George B. Bookman in his ar 
Mutual Funds?”, June 1960 issue, Fortune Magazine, p. 185: 

“Reciprocal brokerage 

“There is another aspect of the mutual funds that is co 
relations of the management companies with brokers. Mutual 
stantial brokerage commissions when they buy and sell securities, a 
doing. In a year’s time, when turnover in portfolios is moderately active, 
dollar fund can generate brokerage commissions of more than $2,500,000. 
come to expect a part of these commissions in return for selling shares 
in addition to the usual sales commission. 

“There is nothing illegal about this practice of ‘reciprocal brokerage,’ 


f + 


But, it can result in a kind of payola. The funds face constant pressur 


+ 


for more ‘reciprocal,’ and this can be a temptation to turn over thei 


folios simply to create more commissions. In addition, the system is a ma 


trative headache. To satisfy hi ngry broker-dealers, a large fund may ha 
its commission business to more than 300 brokers, and use jindire 
underwritings) to take care of those not equipped to handle stock-excha 

161. 2 U § 77a, et seq. 

162. t ». a § 78a, ét se q- 

163. H CC. § SOa-1, et seq. 

164. 9 U § 41, et seq. 

165. yefendants acquiesce in this conclusion: 

* * It is probably safe to say that the Federal Courts in tl 
‘clearly immaterial’ and were not made solely for the purpose of 
diction. * * *” Def. Br. On The Alleged Violation of the Federal 
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“(e@) where the enactment is intended to protect an interest 
from a particular hazard, the invasion, of the interest results 
from that hazard; and 

“(d) the violation is a legal cause of the invasion, and the 
other has not so conducted himself as to disable himself from 
maintaining an action.” 


Plaintiffs rely on Section 17 of the Securities Act of 1933 which 
makes it unlawful (1) to employ any device, scheme or artifice to defraud, 
(2) to obtain money by means of an untrue statement of a material fact 
necessary to make the statements made not misleading, and (3), to engage 
in any transaction which would operate as a fraud or deceit upon the 
purchaser.'** Section 10 of the 1934 Act,'®® interdicts the use in connec- 
tion with the sale of any security, any manipulative or deceptive device 
in contravention of rules promulgated by the Commission. Rule X-10B-5 
declares unlawful the acts proscribed by Section 17 of the Securities Act 
of 1933.17° 

Plaintiffs assert in order for the literature of Wellington Fund and 
Wellington Equity Fund not to be materially false, deceptive and mis- 
leading, the literature including the prospectuses of the Funds, should 
set forth defendants’ contentions that, 


“The name WELLINGTON and the good will which it symbolizes 
relate to and are the result of the activities of the investment man- 
ager and sponsor and thus belong to the investment manager and 


sponsor.” 17} 


Section 35(d) of the Investment Company Act provides: **° 


“Tt shall be unlawful for any registered investment company 
hereafter to adopt as a part of the name or title of such company, or 
of any security of which it is the issuer, any word or words which 
the Commission finds and by order declares to be deceptive or 
misleading. * * *’ 


Defendants suggest plaintiffs do not have standing to assert the al- 
leged violation of the aforementioned statutes. With respect to the Se- 
curities Act of 1933 defendants state: 


“That these provisions of the 1933 Act were enacted to protect 
investors needs no discussion. Wellington Fund is not an investor 
in Wellington Equity Fund. Thus, even if the use of the WELLINGTON 
name by Wellington Equity Fund were a violation of the rights of 
Wellington Fund and if the latter’s registration statement and pros- 
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pectus were thereby made misleading, fraudulent and deceptive, the 
interest which Plaintiffs seek to assert here on behalf of Wellington 
Fund is not an interest which the statute was intended to protect.” ?”° 


Defendants similarly observe in connection with the purported vio- 
lation of the 1934 Act, that: 


“The situation here is almost identical with that under the 1933 
Act. Wellington Fund’s alleged interest in its name is not an interest 
which the 1934 Act was designed to protect and it is not among the 
persons which that Act was intended to protect. The Slavin case 
[Slavin v. Germantown Fire Ins. Co., 174 F.2d 799 (3 Cir. 1949) | 
involved these provisions of the 1934 Act and of Rule X-10B-5 and 
the opinion is therefore equally applicable here.” *** 


In addition to lack of standing, defendants submit no action can 
be maintained under the Investment Company Act of 1940, because Sec- 
tion 35 specifically reposes with the Commission, in the event the Com- 
mission should find that a name or title is deceptive or misleading, authority 
to bring an appropriate action to enjoin the use of a deceptive or mis- 
leading name.’*® Thus, defendants assert : 

“* * * As far as the statute is concerned, the determination is 
that of the Commission initially * * *, and it is given the right to 
maintain any necessary court proceedings. No private remedy can 
be implied from these explicit provisions lodging the right to act in 
the Commission. 

“Further, it is quite clear that this provision of the Investment 
Company Act was intended to protect investors and not to provide 
a remedy for the protection of the alleged property right of another 
in the word or words being used.” *7° 


The Securities and Exchange Commission has been entrusted by Con- 
gress with administering the Securities Acts of 1933 and 1934 and the 
Investment Company Act of 1940. Prior to the institution of the declara- 
tory judgment action the Commission had been appraised of the serious 
matters raised by plaintiffs.‘** Shortly after commencement of the action, 
plaintiffs forwarded to the Commission a copy of the present complaint.!"* 
The Court at the pre-trial conference, May 22, 1959, inquired why the 
Commission did not elect to participate in the proceedings.'*® Counsel 
for defendants replied to the Court as follows: 


180 


“We have invited them to come down and testify, give their 
views, but we ran into the thing you so often run into with an admin- 
istrative agency, that they want to let what has happened speak for 








173. Def. Br. On The Alleged Violation of the Federal Statutes, p. 6. 
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itself. The matter was presented to them and they did nothing about 
it. They don’t want to come down. It thinks it is probably the fact 
that the Commission as such has not picked up the problem and 
drafted rules and regulations that this is going to be done. They 
are aware of it, it has been going on; they have said nothing about 
the statutes, and under the rules and regulations, whatever you draw 
from that they say you draw it.” 


It is one thing to say that the three statutes in question were drafted 
with the overall intent to protect the investing public but something quite 
different to conclude a competitor has no standing to prosecute a violation 
of these enactments. Clearly, the Commission would have been justified 
to launch an investigation into the alleged improper practices on the com- 
plaint of plaintifis. In Branch v. Federal Trade Commission,'*' the Court 
in construing the Federal Trade Commission Act interpreted the term 
“nublie” to include “competitor.” Retired Mr. Justice Minton then writing 
for the Seventh Circuit observed: ?*? 

“* * * The evidence here shows that there are some fifty or more 
correspondence schools in this country using correspondence methods 
to carry on their business. At least a few of these schools were en- 
vaged in competition with the petitioner for the business in the 
Latin-American field. The action of the Federal Trade Commission 
was aimed at compelling the petitioner to use fair methods in com- 
peting with his fellow countrymen. * * * [t has been held many times 


that the public has an interest in preventing false and fraudulent 


conduct under such circumstances. * * 

In the present context, federal statutory remedies accorded by im- 
plication must be held to extend to persons other than the investing 
public in certain compelling instances. To begin with, in particular cir- 
cumstances the investors’ interest is peculiarly served by according remedial 
rights by implication to persons other than investors. The administrative 
agency exercising appropriate discretion may decide not to institute the 
required action to protect the injured litigants’ interests. Further, there 
may be no remedy conferred by State law, or in the case of an enterprise 
engaged in multi-state activities, local relief may be entirely inadequate."® 

181. 141 F.2d 31 (7 Cir. 1944). 

182. Id. at p. 34. 

183s. “* * * A significant purpose of X-10B-5 was to extend to sellers the same 


protection against fraudulent and other unlawful schemes afforded to those defrauded 
in the purchase of securities. In a substantive way it is even more sweeping. It greatly 


. . . . t ad 
expands the protection frequently so hemmed in by the traditional concepts of common 
law misrepresentation and deceit, the requirement of privity, proof of specific damag 


inadequacy of the right of rescission or right to recover up to par value of stock of a 
much greater market value. To these difficulties would have to be added the geographic 
obstacle of suit in a common forum against multi-state defendants scattered as far as 
the fraudulent device required. And along with the Second, Third and Ninth Circuits, 
we now adopt, as we earlier foreshadowed, the principles set forth in the trail-blazer 
decision of Kardon yv. National Gypsum Co., E.D. Pa., 1946, 69 F.Supp. 512, that 

violation of rule 10B-5 gives rise to a private right of action. * * * ” Hooper v. Moun 
tain States Securities Corp., et al., — F.2d — (ith Cir. 1960). (Emphasis sup 


plied. ) 
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The crux of the matter is plaintiffs are not acting as private attorneys 
general, or as a special representative of the Commission. Plaintiffs are 
in Court in an attempt to vindicate the rights and protections which 
they claim are secured to Wellington Fund by virtue of federal law 

The Fifth Circuit’s recent decision in Hooper v. Mountain States 


Securities Corp.** is peculiarly appropriate. The Court accepted juris- 


diction over an action initiated by a corporation alleging that it had been 
defrauded in the issuance of its stock. There, as in the present contro 
versy, jurisdiction was invoked to Section 10(b)?* of the Securities and 
Exchange Act and under Commission Rule X-10B-5. In sustaining the 
corporation’s right to maintain a private action against defendant’s con 
tention that plaintiff lacked standing, the Court commented: 


a ct Quite obviously the broad purpose of this legislation 
was to keep the channels of interstate commerce, the mail, and na- 
tional security exchanges pure from fraudulent schemes, tricks, devices 
and all forms of manipulation. Just as obviously those sought to be 
protected were the very persons who would be engaged in buying and 
selling and trading in corporate securities as broadly defined in the 
Act. Certainly a person who parts with stock owned by him as the 
result of fraudulent practices wrought on him by his purchaser sus- 
tains an adverse impact that differentiates him from the damage 
suffered by the public generally. It is not essential therefore, that 
for an issuing corporation to come under § 10(b) and Rule X-10B-5 
it have the status of an ‘investor’ as such.” ?*' 


The Court concludes plaintiffs have standing to prosecute the present 
federal causes of action. 

There is no need to rule substantively on the federal causes, for under 
the analysis of Bell v. Hood,'** judgment of the common law claims must 
be on the merits one jurisdiction has been reposed by virtue of a claim 
not frivolous or sham, predicated upon the Constitution or laws of the 
United States, notwithstanding the lack of merit of the federal claims. 
Since the common law causes of action accord plaintiffs complete vindi 
cation of the derivative rights they assert, orderly judicial process re- 
quires that the Court abstain from ruling on the substance of the admittedly 
novel federal claims until a more propitious occasion, where, perhaps, 
the adjudicating tribunal will be in a better position to enlist the assistance 
of an administrative agency’s expertise or, at least, until the law in this 
area has crystallized. 

Counsel for defendants and counsel for plaintiffs join this Court in 
its conclusion that the doctrine of pendent jurisdiction obtains, and that 
the Court is thus cloaked with the requisite authority to decide the sub- 


L.W. p. 2020 (7/19/60), —— F.2d —— (5 Cir. 1960). 
U.S.C. § 78} (b). 
Notes 187, 188, supra. 

327 U.S. 678 (1946); see also 1 Moore’s Fed. Prac. § 0.60 [8.-3 
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stantive issues posed by the common law claims. The following observa- 
tion of counsel for defendants is relevant: 


“There is no question but that Plaintiffs assert a single cause 
of action and seek recovery at Common Law and under the Federal 


Statutes. Although the claims under the Federal Statutes are not 
legally supportable, the theory of pendent jurisdiction would seem 
to support the Court’s jurisdiction over the Common Law basis for 
the cause of action.” 1°* 


The Court recognizes the potential impact this determination might 
have with respect to expanding federal jurisdiction, namely, that there 
may now be federal cognizance of unfair competition claims if one of 
the parties in some respect is regulated by a federal statute or adminis- 
trative body.'*® With respect to regulated investment companies, national 
in scope, perhaps, this result would be salutary.’*° 


RELIEF 


Many factors must be considered in fashioning an appropriate decree. 
The principal impact of an injunction will be borne by innocent victims— 
the shareholders of Wellington Equity Fund. This controversy should 
have been determined before Wellington Equity Fund was launched. AlI- 
though plaintiffs made their position known to defendants prior to the 
publie offering of Wellington Equity Fund shares, defendants deemed it 
unwise to curtail their efforts at that time.’?®! The Securities and Exchange 
Commission remained silent, notwithstanding plaintiffs’ protestations to 
it.1°* Perhaps the Commission should take a more active role in the. 
affairs of investment companies because the investing public, composed 
of many persons unskilled in the investing arts,’®* is entitled to protection. 

Wellington Equity Fund has now been in existence for almost two 
years. Its shares are widely distributed and are held by investors rep- 
resenting all aspects of the investing public. 

The main theme in formulating a decree has been an attempt to 
assuage the ultimate impact upon Wellington Equity Fund’s shareholders 





188. Def. Br. On The Alleged Violations of the Federal] Statutes, p. 13. 
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Cir. 1952) ; Stauffer v. Exley, 184 F.2d 962, 87 USPQ 40 (40 TMR 960) (9 Cir. 1950) ; 
contra, American Auto Ass’n v. Spiegel, 205 F.2d 771, 98 USPQ 1 (43 TMR 1070) 
(2 Cir. 1953), certiorari denied 346 U.S. 887, 99 USPQ 490 (1953); ef. approach of 
Judge Hastie in L’Aiglon Apparel vy. Lana Lobell, Inc., 214 F.2d 649, 102 USPQ 94 
(3 Cir. 1954). 

190. Note 195, supra; 1 Moore’s Fed. Prac. {¥ 0.60 [8.-7], 0.326. 

191. See letter attachments to Complaint. 

192. DX 20. 

193. N.T. 163-164. 
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without sacrificing the rights of Wellington Fund. After a careful evalua 
tion of the competing interests the Court has determined that Wellington 
Equity Fund must cease using the name WELLINGTON as its corporate 
trade name. Anything less would not accord Wellington Fund the mini- 
mum it is entitled. To deprive Wellington Equity Fund of the use of 
the name WELLINGTON at this early stage in its existence might, in the 
long run, redound to its benefit. As noted, the Certificate of Incorpora 
tion of the Wellington Equity Fund provides: 
‘* * * |T\hat if at any time * * * The Wellington Company 
* * * ceases to be the investment advisor of the Corporation * * * and 
national distributor of its shares, it shall at the written request of * * * 
The Wellington Company * * * change its name so that no reference 
therein shall be contained to WELLINGTON, MORGAN, CLAYMONT or 
LOCUST STREET.” !*4 


In view of this provision, in contemplating whether to renew its invest 
ment advisory and underwriting contracts, there is this extraneous pres- 
sure, which is not conducive to fostering an objective approach in the 
light of the spirit of the Investment Company Act of 1940.1% Perhaps, 
it is advantageous to Wellington Equity Fund that its shareholders, many 
of whom are unsophisticated investors, be apprised of this crucial matter 
so that in adopting a new name, the shareholders will be able to make 
an intelligent selection, absent any reservation or acknowledgment that 
the name adopted belongs to someone else. 

An injunction will issue enjoining Wellington Equity Fund, Welling- 
ton Company and Wellington, Ltd. from employing the name WELLINGTON 
in the investment company field. 


DAMAGES 


Plaintiffs, in addition to injunctive relief, seek damages. 

Other than requiring Wellington Company and Wellington Ltd. to 
bear the costs of the litigation and to pay plaintiffs a reasonable allowance 
for their attorneys, no item of damage is justified.**® 

The traditional forms of monetary recovery, in addition to costs, 
assessed against the perpetrators of the unfair competition are damages 
and profits (including unjust enrichment).’®* Damages will normally in- 
elude injury to the plaintiff’s reputation and good will; expenses such 





194. Stipulated Fact No. 7. 

195. See note 76, supra, and accompanying text. 

196. Cf. National Van Lines v. Dean, 237 F.2d 688, 694, 111 USPQ 165, 169-170 
47 TMR 198) (9 Cir. 1956); Youthform Company v. R. H. Macy §& Co., 153 F.Supp. 
7, 95, 96, 114 USPQ 62, 68 (47 TMR 1239) (D.C. N.D. Ga. 1957). 


{ 
5 , 

197. “* * * Section 35 of the Lanham Act [15 U.S.C. § 1117], which provides 
that a plaintiff shall be entitled to recover damages, profits, and costs, subject to the 
principles of equity, seems to preserve in large part the prior case law on monetary 
relief in cases involving infringement of registered marks.” Developments in the Law, 
Trademarks and Unfair Competition, 68 Harv. L. Rev. 814, 864 (1955). 
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as advertising or change of name, incurred in order to differentiate his 
product from that of the wrongdoers; and reduced profits due to fewer 
sales or sales at lowered prices.’°* The record is barren of facts tending 
to establish any monetary damages suffered by Wellington Fund by 
reason of the existence of Wellington Equity Fund. 

Profits, similarly cannot be considered a suitable measure to assess 
against defendants. There is no question Wellington Equity Fund’s un- 
derwriting was enhanced by having the name WELLINGTON. It is, how- 
ever, impossible to measure the amount of the enrichment. Any assessment 
based upon this item would be the product of rank speculation. 

The principal harm to Wellington Fund engendered by Wellington 
Equity Fund using the name WELLINGTON is the preclusion of Wellington 
Fund from ever effectively entering the stock fund field and certain 
attendant conflicts of interest. WELLINGTON FUND having been an invest- 
ment company since 1928, and having employed the trade name WELLINGTON 
FUND since 1935, is entitled to the exclusive use of its name in the field. 
An injunction makes this possible.'°? Other injuries Wellington Fund 
has suffered or to which it is presently exposed—the limited competition 
offered by Wellington Equity Fund and the potential harm to Wellington 
Fund in the event Wellington Equity Fund should somehow create an 
unfavorable public image—are likewise remedied by injunctive relief. 

Damages and profits need not be the invariable result of a finding 
of unfair competition.2°° As this Court observed in Old Charter Dis- 
tillery Co. v. Continental Distilling Corp., “The relief an injured litigant 
is entitled after establishing affirmatively validity, priority and likelihood 
of confusion, depends upon a careful evaluation of the equities and com- 


201 


peting interests.” ? 


ATTORNEY'S FEES 


Before attorney’s fees can be assessed as an element of damage against 
the perpetrators of the unfair competition, the Court is required to find 
the wrongdoers’ actions were unconscionable,?” fraudulent,?°* willful,?% 


198. Ibid. Fancee Free Mfg. Co. v. Fancy Free Fashions, 148 F.Supp. 825, 
112 USPQ 359, 363 (47 TMR 610) (D.C. S.D.N.Y. 1957 

199. As far as can be determined only injunctive relief was awarded by the Court 
in Standard Brands v. Smidler, 56 F.Supp. 665, 62 USPQ 135 (D.C. E.D.N.Y. 1944 
affirmed 151 F.2d 34, 66 USPQ 337 (35 TMR 277 2 Cir. 1945). 

200. Admiral Corp. v. Penco, Inc., 203 F.2d 517, 97 USPQ 24 (43 TMR 616 
2 Cir. 1953). 

201. 174 F.Supp. 312, 325, 121 USPQ 492, 502 (49 TMR 941 D.C. D. Del. 1959 

202. Singer Mfg. Co. v. Singer Upholstering and Sewing Co., 130 F.Supp. 205, 208, 
104 USPQ 339, 342 (45 TMR 535) (D.C. W.D. Pa. 1955). 

205. Maternally Yours v. Your Maternity Shop, 234 F.2d 538, 545, 110 USPQ 
162, 467 (46 TMR 1509) (2 Cir. 1956); Fancee Free Mfq. Co. v. Fancy Free Fashions, 
148 F.Supp. 825, 831, 112 USPQ : 363 (47 TMR 610) (D.C. S.D. N.Y. 1957). 

204. National Van Lines v. Dean, 237 F.2d 688, 694, 111 USPQ 165, 170 (47 TMR 
198) (9 Cir. 1956). 
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in bad faith,?°° vexatious,’°° or execeptional.*°’ Absent a statutory pro- 
vision, an equity court is not deprived of its inherent power to award 
attorney’s fees to the prevailing party where the circumstances warrant.°°° 

In the present action, certain minority shareholders asserted deriva- 
tive rights. They have succeeded in preserving for their corporation the 
exclusive use of the corporate name in the investment company field. The 
law allows stockholders who successfully maintain a suit, wherein the 
corporation’s property or legal rights obtain protection, reimbursement 
for their attorney’s fees in prosecuting the action.*°® Counsel for plaintiffs 
are thus entitled to compensation for their efforts in the successful con- 
duct of this suit. The question remains against which defendants should 
the fees be assessed and in what amount. 

Wellington Fund, although a nominal defendant, is in effect the real 
plaintiff because of the peculiar nature of a stockholder’s derivative suit. 
If Wellington Fund had prosecuted the action in its own right, the tra- 
ditional considerations would pertain in determining whether as an element 
of compensatory damages*’® or costs, Wellington Fund would be entitled 
to counsel fees. A careful examination of the record demonstrates that 
counsel for plaintiffs deserve to be reasonably compensated for their 
services by defendants, Wellington Company and Wellington, Ltd. 

Walter L. Morgan is undeniably the dominant figure in this narrative. 
He is president and director of each of the defendants. In addition, with 
respect to defendant Wellington Company, he is the beneficiai and record 
holder of the common stock and substantially all of the preferred stock.?" 
He is also beneficial and record holder of substantially all of the out- 
standing common stock of defendant Wellington, Ltd. and together with 
members of his family owns a majority of its preferred stock.*! 

In this litigation, Mr. Morgan chose to align himself with the cor- 
porations which are, in effect, his alter ego. There would have been no 


occasion for the present suit if Mr. Morgan had not decided to employ 


the Wellington symbol as the name of the new Fund. His actions cannot 
be endorsed by virtue of the industry wide practice forming the basis 
of his decision to proceed as he did. That he acted on the respected 
opinion of experienced counsel is not a factor entitling him to complete 


205. Williamson-Dickie Mfg. Co. v. Davis Mfg. Co., 149 F.Supp 
USPQ 383, 385 (47 TMR 624) (D.C. E.D. Pa. 1957). 

206. Ibid. 

207. Apple Growers Association v. Pelletti Fruit Company, 153 F.Supp. 948, 952, 
115 USPQ 169, 172 (48 TMR 443) (D.C. N.D. Cal. 1957); Riverbank Laboratories 
v. Hardwood Products Corp., 165 F.Supp. 747, 765, 118 USPQ 194, 208 (49 TMR 839 
(D.C. N.D. Ill. 1958). 

208. Notes 202-207, supra. 

209. See 107 A.L.R. 760-761; 49 A.L.R. 1190-1196. 

210. Youthform Co. v. R. H. Macy §& Co., 153 F.Supp. 87, 95, 114 USPQ 62, 68 
(47 TMR 1239) (D.C. N.D. Ga. 1957). 

211. Stipulated Fact No. 6. 

212. Stipulated Fact No. 8. 
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exoneration. Wellington Fund had every right to protect its interest 
in the WELLINGTON name. The Morgan position, that Wellington Com- 
pany owns the contested name, was acquiesced in by the directors of 
Wellington Fund, consequently, it was only by virtue of assertion of 
derivative rights that Wellington Fund was able to achieve the protection 
afforded by this Court. It would be unconscionable for Wellington Fund 
to be saddled with plaintiffs’ attorney’s fees in view of the conduct of its 
president and directors. Similarly, to assess part of these expenses against 
the innocent shareholders of Wellington Equity Fund would not be in 
keeping with equitable principles. Wellington Equity Fund had every 
right to assume that the purported consensual right to use the name, in- 
eluded in its Articles of Incorporation, was valid.*?* Accordingly, Welling- 
ton Equity Fund will not be required to pay any portion of the fees of 
plaintiffs’ counsel. 

Defendants, Wellington Company and Wellington, Ltd. are the proper 
defendants to bear these costs. They stood the most to gain by conferring 
on Wellington Equity Fund the purported right to use the WELLINGTON 
name. Exceptional circumstances appear in the present record to war- 
rant the imposition of plaintiffs’ attorney’s fees against the designated 
defendants. 

After an appropriate application and hearing, plaintiffs will be 
awarded reasonable counsel fees. 


Costs 


Costs will be assessed against defendants, Wellington Company and 
Wellington, Ltd. for the aforementioned reasons. 

The foregoing opinion is adopted as the Court’s findings of fact and 
conclusions of law pursuant to F.R.Civ. P. 52(a). 

Let an appropriate order in conformity herewith be submitted. 








213. Note 194, supra. 











PART Ill 


THE GENERAL TIRE & RUBBER COMPANY v. GREENWOLD, doing 
business as POLYFOAM PRODUCTS COMPANY 


No. 314-58K —D. C., S. D. Calif., Central Div.— May 27, 1960 
— 127 USPQ 240 


500.58b—COURTS—SCOPE OF RELIEF—INJUNCTION—PERMANENT 
INJUNCTION 


Defendant’s use of plaintiff's trademark POLYFOAM in defendant’s 
corporate name and in connection with the distribution of products similar 


to plaintiff’s polyurethane material constitutes a violation of plaintiff’s 
trademark rights and plaintiff is entitled to restrain such use. 


500.76e—COURTS—PLEADING AND PRACTICE—DEFENSES—LACHES AND 
ACQUIESCENCE 


Plaintiff's right to relief is not biased by laches where defendant 
bought material from a division of the corporate plaintiff prior to time 
plaintiff began using the trademark POLYFOAM on its products and where 
there was no unreasonable delay between the time that plaintiff’s officers 
knew of defendant’s use of plaintiff’s trademark and the time that suit 
was brought. 


SENNER et al. v. THE BANK OF DOUGLAS 
No. 6997 — Ariz. Sup. Ct. — July 15, 1960 —126 USPQ 298 
600.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 


THE ARIZONA BANK is not deceptively similar to SOUTHERN ARIZONA 


BANK & TRUST CO. 
A broader latitude has been allowed with respect to names of banks 


than perhaps ordinary commercial enterprises. 


DELL PUBLISHING COMPANY, INC. v. STANLEY PUBLICATIONS, INC. 
N. Y. Sup. Ct., App. Div., Ist Dept. —June 28, 1960—126 USPQ 305 


600.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 


MODERN CONFESSIONS as title for magazine is not confusingly similar 
to MODERN ROMANCES, where magazines differ as to contents, texture of 
paper and cover. 
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DON ALVARADO COMPANY v. PORGANAN 


No. 69753 — Calif. Super. Ct., San Joaquin Co. — Oct. 12, 1960 
— 127 USPQ 433 
500.22e—COURTS—BASIS OF RELIEF—DRESS OF GOODS—PACKAGES AND 
CONFIGURATIONS 





500.29—COURTS—BASIS OF RELIEF—LABELS 


Complaint dismissed. The California Superior Court found that de- 
fendant’s bags for carrots and ensemble superimposed thereon did not 
sufficiently stimulate plaintiff’s bags for carrots and ensemble superim- 
posed thereon; and held ordinary purchaser disposed to purchase plain- 
tiff’s carrots, would not be confused or misled by the alleged general 
similarity of defendant’s bags with those of plaintiff’s bags. 

Plaintiff's brand name DECOTO was printed on its bags; defendant’s 
label bore the words LATHROP BEAUTY CARROTS. Even if plaintiff’s and de- 
fendant’s bags were comingled in one display the discernment exercised 
by purchaser seeking a particular product rendered confusion unlikely. 
[f it did result, “such confusion is best explainable on the basis of a 


failure to exercise any degree of care whatsoever.” 





PEST-GUARD PRODUCTS, INC. v. ROYAL LACE PAPER WORKS, INC., et al. 
N. Y. Sup. Ct., Spec. Term, Kings Co. — Nov. 9, 1960 —127 USPQ 436 
500.22e—COURTS—BASIS OF RELIEF—DRESS OF GOODS—PACKAGES AND 
CONFIGURATIONS 

500.29—COURTS—BASIS OF RELIEF—LABELS 

Defendants’ motion for judgment on the pleading dismissing com- 
plaint and granting defendants partial relief on its counterclaim denied. 

The Supreme Court of New York held that the fact that plaintiff’s 
product may have most features used by the trade in common is not the 
criterion for determining the right to relief against unfair competition. 
A utilitarian form of box or container commonly available to merchandisers 
ean become an instrument of unfair competition. “While no one could 
acquire the exclusive right to use a square box in trade, an imitation 
sign on a square box could become a destructive instrument of competition 
and impair the efforts and investment of a manufacturer or merchandiser.” 
(International Latex Corp. v. Flexees, Inc., 96 USPQ 450, 43 TMR 497.) 
Since an action for unfair competition has as an essence thereof the claim 
of fraud, not until plaintiff has had the opportunity to present other 
evidence at trial can it be determined that the plaintiff’s cause of action 
is insufficient. 

See also 47 TMR 363, 48 TMR 1421. 
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RAYVEN MUSIC COMPANY, INC., et al. v. EMBASSY 
PICTURE CORPORATION et al. 


N. Y. Sup. Ct., Spec. Term, N. Y. Co. — Nov. 3, 1960 — 127 USPQ 438 
SCOPE OF RELIEF—PRELIMINARY INJUNCTION 


5900.58a—COURTS 

Preliminary injunction denied. The New York Supreme Court denied 
plaintiffs’ motion for a temporary injunction restraining the use or treat- 
ment in any manner of a certain motion picture except with the original 
In a contract, the producer was prohibited from making any 
However, changes are 


sound tract. 
change in the score without consent of plaintiffs. 
sometimes required by regulatory agencies in ordinary course of business. 
Although defendants deny knowledge of notice of this prohibition, tem- 
porary injunctive relief would work havoe in exploitation of a considerable 


and costly asset. 


BAILEY et al. v. KAVANAUGH et al. 
N. Y. Sup. Ct., Spec. Term, N. Y. Co. — Nov. 3, 1960 -—127 USPQ 438 


BASIS OF RELIEF—NAMES—IN GENERAL 
SCOPE OF RELIEF—PRELIMINARY INJUNCTION 


500.32a—COURTS 
500.58a—COURTS 

Preliminary injunction denied. The New York Supreme Court denied 
plaintiffs’ motion for a preliminary injunction to restrain defendants’ use 
of REPUBLICAN 10TH ASSEMBLY DISTRICT SOUTH and employing the eagle, 
the official emblem of the Republican party. Defendants consistently held 
out their organization as one in opposition to the regular organization, 
and were in existence for almost a year before plaintiffs sought to restrain 
them and both plaintiffs and defendants were presently engaged in es- 
pousing the election of the same candidates for office. An early trial of 


the issue, however, was indicated. 


S. C. JOHNSON & SON, INC. v. GASTON JOHNSTON CORPORATION 
Tm. Bd. —July 25, 1960 — 126 USPQ 289 


200.75e—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER 
PARTES)—TRADEMARK USE—DATE OF USE 
Where charge in formulation of product does not alter its inherent 
nature, applicant may rely on date it first used mark on product as 
originally formulated. 
100.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 
JOHNSTON’S NO ROACH for an insecticide is not confusingly similar to 


JOHNSON’s for waxes, polishes and cleaners. Opposition dismissed. 
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Where mark comprises a trade name and a suggestive notation, pur- 
chasers are more likely to rely on the suggestive notation. Confusion is 
not reasonably likely to occur where there has been contemporaneous use 
for fourteen years of products sold in the same channels of trade to 
the same classes of purchasers without a single instance of actual confusion. 


THE SINGER MANUFACTURING COMPANY et al. v. 
SINGER GLOVE MANUFACTURING COMPANY 


Tm. Bd. — July 26, 1960 — 126 USPQ 291 


400.4—CONFUSING SIMILARITY—CLASS OF GOODS 


Where the goods of the parties pertain to distinctly different clas- 
sifications of merchandise and fields of trade no presumption of a likelihood 
of confusion can arise merely by reason of the identity or nature of the 
marks involved. 

While both applicant’s protective clothing and opposers’ sewing ma- 
chines, sewing aids and various other products are to some extent sold 
in department stores, they have nothing whatever in common with respect 
to their essential characteristics or uses, are not likely to be sold or 
displayed together in any type of store and the average purchasers thereof 
are not the same. 

Possible effect of merely speculative expansion of business of either 
party need not be considered. Opposition dismissed. 





UNITED-CARR FASTENER CORPORATION v. 
HI-SHEAR RIVET TOOL COMPANY 


Tm. Bd. — July 28, 1960 —126 USPQ 293 


200.57—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER 
PARTES)—DESCRIPTIVE AND GENERIC MARKS 


In view of the common descriptive use of the terms “blind bolts” 
and “blind nuts” by producers of fastening devices, these terms do not 
function as an indication of origin. Opposition sustained. 





ILLINOIS TOOL WORKS v. HI-SHEAR RIVET TOOL COMPANY 
Tm. Bd.— July 28, 1960 —126 USPQ 294 


200.57—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER 
PARTES)—DESCRIPTIVE AND GENERIC MARKS 


Opposition sustained. Registration of the marks BLIND BOLTs and 


BLIND NUTs for fasteners refused in view of the common descriptive use 
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of the terms by producers of fastening devices. Terms do not function 


as an indication of origin. 


AMES COMPANY, INC. v. KNICKERBOCKER BIOLOGICALS, INC. 


Tm. Bd. — July 28, 1960 —126 USPQ 294 
400.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 
HEMANTIGEN (Applicant) for a preparation containing a mixture of human 
red cells for testing abnormal blood group antibodies in the serum of 
patients. 

HEMATEST (Opposer) for a reagent tablet for detecting the presence of 
occult blood. 

Though HEMA which is common to both marks is highly suggestive 
as applied to the goods of the parties the marks are dissimilar in ap- 
pearance, sound and connotation, and there is no likelihood of confusion 
or mistake or deception of purchasers. Opposition dismissed. 


FLEX-LET CORPORATION v. RODI & WIENENBERGER A. G. 
Tm. Bd. —July 29, 1960—126 USPQ 295 
400.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 


Opposition dismissed. In view of suggestive nature of FLEX as applied 
to wrist watch bracelets there is nce reasonable likelihood of confusion 
between FLEXOLUX and FLEX-LET. 


WENATCHEE-BEEBE ORCHARD CO. v. H. W. BUTLER & BRO., INC. 
Tm. Bd.— July 29, 1960 —126 USPQ 296 
400.2—CONFUSING SIMILARITY—CONFUSINGLY SIMILAR MARKS 


Although differing in significance and appearance there is sufficient 
similarity in sound between B AND B and BEEBE to lead to the likelihood 
of confusion. Opposition sustained. 
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VELVERAY CORPORATION v. UNITED MERCHANTS 
AND MANUFACTURERS, INC. 


Tm. Bd. —July 29, 1960 —126 USPQ 297 


300.33d—REGISTRATION PROCEDURE (INTER PARTES)—CANCELLATION— 
PLEADING AND PRACTICE—EVIDENCE 


Third party registrations may be considered for the purpose of showing 


that specific prefixes have been frequently adopted in association with 


specific goods. 


E. D. BULLARD COMPANY v. AIR REDUCTION COMPANY, INCORPORATED 
Tm. Bd. — Oct. 25, 1960— 127 USPQ 262 


400.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 

LIFE GUARD and design of hand and three flashes of lightning (Applicant) 
for electrically nonconductive safety hats. 

Design of one flash of lightning (Opposer) for protective hats, caps and 
helmets. 


Opposition dismissed. The respective designs of the parties are quite 
different both visually and in the impression created thereby. 


FABRICATED PRODUCTS CO. v. RUSSELL, BURDSALL & 
WARD BOLT AND NUT COMPANY 


Tm. Bd. — Oct. 26, 1960 — 127 USPQ 263 
400.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 
SPIN-SEAL (Applicant) for bolts, nuts and screws. 

WEATH-R-SEAL, TOPSEAL (Opposer) for sealing washers and for fasteners 
with washers assembled thereon. 


Opposition dismissed. Applicant’s mark SPIN-SEAL, considering the 
highly suggestive nature of the term “seal” as applied to sealing fasteners 
and sealing washers, differs substantially from opposer’s marks WEATH-R- 
SEAL and TOPSEAL in sound, meaning and appearance. 


HUNTINGTON NATIONAL MATTRESS CO. v. CELANESE 
CORPORATION OF AMERICA 


Tm. Bd. — Nov. 21, 1960 — 127 USPQ 428 
300.23e—REGISTRATION PROCEDURE (INTER PARTES)—OPPOSITION— 
PLEADING AND PRACTICE—DEFENSES 
Applicant argued that long standing practice of opposer in paying 
bonus or commission to retail salesmen as an incentive to push sales of 
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opposer’s goods violated the “Antitrust Laws” and therefore, opposer should 
be precluded from asserting a cause of action against applicant. The 
Board held that the question of whether or not the practice of which 
applicant complained of in fact violated the Antitrust Laws is one which 
the Patent Otftice has no jurisdiction to determine. 
10.25d—REGISTRATION PROCEDURE (INTER PARTES OPPOSITION 
PLEADING AND PRACTICE—EVIDENCE 

Opposer offered evidence of a “contest” it had conducted to show 
likelihood of confusion. The Board rejected evidence holding any “contest” 
of the character relied on by opposer, which by its very nature calls for 


an educated or considered “guess” on the part of the contestant as to 


the “correct” answer to a given question and affords him an opportunity 


to investigate the subject, obviously cannot properly be compared with a 
scientifically conducted consumer reaction test, the effectiveness of which 
depends in the first instance on the spontaneity of the reaction of the 


person interviewed on the subject matter presented 


PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES 
—-SUGGESTIVE MARKS 


CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 


CELACLOUD (Applicant) for fibrous filling material for use in upholstery, 
pillows, mattresses and the like. 

CLOUD, SILVER CLOUD, FLEECY CLOUD, BLUE CLOUD, GRAY CLOUD, NEW WHITE 
CLOUD, VICTORY CLOUD, DREAM CLOUD and CLOUD-0O-PEDI (pposer for 
mattresses of various types, sofa and couch cushions, studio couches, 


box springs and pillows; and WHITE CLOUD for mattresses and bed springs. 


Opposition dismissed. The Board found the word cLouD comprised 
the only features of similarity betwee e marks of the parties which 
word was an obvious connotation of comiort when applhed to mattresses 
and other items of bedding accounting for its common use by other manu 
facturers; and held that confusion was not likely between the marks of 
the parties. 


100.44—FEDERAL TRADEMARK ACTS (CONSTRUCTION OF STATUTES 
ACT OF 1946—SEC. 14 

(00.31—REGISTRATION PROCEDURE (INTER PARTES CANCELLATION 
IN GENERAL 


Counterclaim for cancella dismissed. In order to establish prob 
able damage within the contemplati ’ Section 14 of the Act of 1946, 
an applicant for cancellation mu 1OW some special interest in the subject 
matter of the registration under attack other than any which he might 
possess with other member ’ the general public. Applicant for can- 


cellation had not alleged that opposer’s registrations involved an invasion 
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of any right which applicant was entitled to assert and the Board’s con- 
clusion that likelihood of confusion was not likely between the marks of 


the parties precluded a finding of probable damage to applicant. 


FORT HOWARD PAPER COMPANY vy. NICE-PAK PRODUCTS, INC. 
Tm. Bd. — Nov. 28, 1960 —127 USPQ 43] 
300.23d—REGISTRATION PROCEDURE (INTER PARTES)—OPPOSITION— 
PLEADING AND PRACTICE—EVIDENCE 

Whether a manufacturer or merchant may be the owner of a “family” 
of trademarks depends upon whether or not such marks have achieved 
recognition as such in consequence of their nature and manner in which 
they may have been commercially promoted. The Board found opposer’s 
record did not establish that Nap or Naps for napkins was recognized by 
purchasers as an indication of source. Self-serving statements of opposer’s 
witnesses held insufficient evidence of trade and public recognition. 


400.3—CONFUSING SIMILARITY—NOT CONFUSINGLY SIMILAR MARKS 
WET-NAP (Applicant) for a napkin size paper cloth saturated with a scented 


skin cleanser. 


TIDYNAPS, TEANAPS, BOSSNAP, SEMINAP, HAVANAP, PARTYNAPS, INTERNAPS, 
ADNAP, TEXNAP, PUL-A-NAP, ANAP, NEWSNAP, MORNAP, TISHU-NAP, BYNAP, 
HYNAP and BEVNAP (Opposer) all for paper napkins and/or paper towels; 
also COLORNAP, HANDINAP and TABNAPS. 


Opposition dismissed. Considering the nature of the suffix NAP or NAPS 
as applied to napkins and the difference between applicant’s mark WET-NAP 
and each of the opposer’s pleaded marks TIDYNAPS, TEANAPS, BOSSNAP, ete. 
in sound and appearance as well as connotation, the Board held confusion 
was not likely to occur. 
200.57—PATENT OFFICE PROCEEDINGS—REGISTRABILITY (INTER PARTES 

-DESCRIPTIVE AND GENERIC MARKS 

The Board held suffix NAP or Naps as applied to napkins was derived 
from the common designation for the goods (napkins) and public would 
not recognize it as an indication of source 
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